Pacific Affairs 


MARCH, 1939 


VOL. XII, No. 1 


PAGE 


The Yen and the Sword Guenther Stein 5 


The Good Iron of the New Chinese Army Olga Lang 20 


The “War Potential” of the Soviet Union Anonymous 14 


Policy and Strategy of the New Zealand 


Labor Party D.R. Jenkins 54 
Tribal Boundaries of the Burma- 
Yiinnan Frontier Martin R. Norins 67 


CoMMENT AND CoRRESPONDENCE 


Armament in the South Pacific Geoffrey Rawson 80 


Pro and Anti: Letters from 
Harrison Brown, A. Morgan Young, 
Geoffrey Stead 83 


Book Reviews See also next page 85 


EDITOR: OWEN LATTIMORE 


Articles in Paciric AFFairs do not represent views of either the Institute of Pacific 
Relations or the National Councils of which it is composed. The Editor of Pactric 
Arrairs is responsible for the selection of authors and the acceptance of articles. 
The responsibility for the opinions expressed in the articles published in the magazine, 
and for the accuracy of the statements contained in them, rests solely with the 
individual authors. 


PaciFic Arrairs is published quarterly at Federal and Nineteenth Streets, Camden, 
New Jersey, by the Institute of Pacific Relations; E. C. Carter, Secretary-General. 
Publication Office, 129 East 52nd Street, New York; Hilda Austern, Business 
Manager. Printed at Federal and Nineteenth Streets, Camden, New Jersey, U.S.A. 
Subscription price $2.00 per year, post free; single copies 50 cents. Entered as second 
class matter at the Camden Post Office at Camden, New Jersey, under the Act of 
March 3, 1879. Copyright, 1939, Institute of Pacific Relations. 


q 
4 
4 


BOOKS REVIEWED IN THIS ISSUE 


Wang An-shih, A Chinese Statesman and Educationalist of the 
Sung Dynasty, Vol. II. By H. R. Williamson 
Karl August Wittfogel 
China’s First Unifier, A Study of the Ch'in Dynasty as Seen in the 
Life of Li Sst (280?-208 B.C.). By Derk Bodde 
Carl Whiting Bishop 
China Fights Back. By Agnes Smedley Norman D. Hanwell 
South Seas Chinese and Social Conditions in Fukien and Kuang- 
tung. By Ta Chen Chen Han-Seng 
Hatten Nippon No Mokuhyé. Ajia Taisei E No Michi. (The Goal 
of Japanese Expansion. The Road to Asiatic Organization.) 
By Tatsuo Kawai Charles Nelson Spinks 
Canada Today. By F. R. Scott Ian F. G. Milner 
The Future of Immigration into Australia and New Zealand. 
Edited by W. G. K. Duncan and C. V. James Teijiro Uyeda 
Australia Advances. By David M. Dow Persia Campbell 
Back in the Stone Age. The Natives of Central Australia. By 
Charles Chewings, Ph.D., F.R.G.S., AMIME. 
R. C. Thurnwald 
Rural Australia and New Zealand. By Edmund de S. Brunner 
J. G. Crawford 
Contemporary New Zealand. A Survey of Domestic and Foreign 
Policy. Issued under the auspices of the New Zealand Institute 
of International Affairs J. B. Condliffe 
The Crucial Problem of Imperial Development, With a Foreword 
by the Rt. Hon. Malcolm MacDonald. Royal Empire Society 
Reginald G. Trotter 
The Dominions as Sovereign States. By Arthur Berriedale Keith 
Irving S. Friedman 
Le Canada et la Doctrine de Monroe. Etude Historique sur I’Influ- 
ence de I’Impérialisme Américain dans |’Evolution de Empire 
Britannique. By Pierre Sebilleau Edgar McInnis 
America’s Stake in International Investments. By Cleona Lewis 
John Parke Young 


Le Marché du Riz d’Indo-Chine. By Yves Pégourier 
Virginia Thompson 


PAGE 


52nd Street, New York City. 


Books reviewed may be purchased through this office, and will be mailed, post $ 
free, at the publishers’ list price. Orders should be sent to PaciFic AFFAIRS, 129 East — 


84 R. 
land t 
Colum 
on ed 
to be | 
86 cil for 
nation: 
go A. MC 
editor 
Far E« 
g2 
95 
97 
98 
K. A 
Institut 
100 studies 
history 
N. D. I 
102 stitute 
Chinese 
104 the To 
TEIJIR 
thority 
fessor ¢ 
105 Comme 
4 now at 
106 ington, 
ment 
107 | EDGAR 
History, 
108 VIRGIN 
cent bo 
The |] 
by stam; 


ij 
GUEN 
4 spond 
| in He 


»AGE 


100 


102 


A. WITTFOGEL—Research Fellow, 


GUENTHER STEIN—Formerly  corre- 


* spondent of the Berliner Tageblatt; now 
Hongkong. 


D. R. JENKINS—Holder of a New Zea- 
land traveling scholarship, and working at 
Columbia University. Author of a study 


Fon education in New Zealand which is 


to be published by the New Zealand Coun- 


q cil for Educational Research. 
GEOFFREY RAWSON—Writes on inter- 


national topics for The Herald, Melbourne. 


9A. MORGAN YOUNG—For many years 
J editor of the Japan Chronicle, now edits 


Far East Survey, in England. 


Institute of Pacific Relations, author of 


studies of Chinese economic and social 
~ history in German and English. 


N. D. HANWELL—American Council, In- 
~ stitute of Pacific Relations, a student of 
Chinese rural local government. 


C. N. SPINKS—An American working at 
the Tokyo University of Commerce. 


TEIJIRO UYEDA—Leading Japanese au- 
‘thority on population problems and Pro- 


fessor of Economics, Tokyo University of 


> Commerce. 


J. G. CRAWFORD—Australian economist, 
now at the Brookings Institution, Wash- 
ington, D. C. 

R. G. TROTTER—Head of the Depart- 
ment of History, Queen’s University. 


EDGAR McINNIS—Associate Professor of 
History, University of Toronto. 


VIRGINIA THOMPSON—Author of a re- 


q cent book, French Indo-China. 


CONTRIBUTORS TO THIS NUMBER INCLUDE: 


AMONG THE REVIEWERS ARE: 


OLGA LANG—After two and a half years 
of field work in China, is now engaged 
in a research study of the Chinese family 
system. 


MARTIN R. NORINS—Holds an appoint- 
ment in the Department of History at the 
University of California. 

HARRISON BROWN—Formerly a British 
journalist in Germany, now lectures under 
the auspices of the International Institute 
of Education. 


GEOFFREY STEAD—Of the Canadian De- 
partment of Public Works, at St. John, 
New Brunswick. 


C. W. BISHOP—Of the Freer Gallery of 
Art, Smithsonian Institution, Washington, 
D. 

CHEN HANG-SENG—International Sec- 
retariat, Institute of Pacific Relations. Lead- 
ing Chinese historian and agricultural econ- 
omist. 

I. F. G. MILNER—A Commonwealth 
Fellow from New Zealand, now in New 
York. 

PERSIA CAMPBELL—Australian econo- 
mist, now in America. 

R. C. THURNWALD—German anthro- 
pologist, authority on New Guinea and 
the Solomon and Caroline Islands. 

J. B. CONDLIFFE—New Zealand econ- 
omist; now University Professor of Com- 
merce, London School of Economics. 

I. S. FRIEDMAN—Research Fellow, Insti- 
tute of Pacific Relations. 

J. P. YOUNG—Economic Consultant, Los 
Angeles. 


" The Editors cannot undertake to return unsolicited manuscripts unless accompanied 
by stamped addressed envelopes or International Reply Coupons. 


| 

8 
89 

95 
8 

7 
105 — 

108 
10 

post | 


New Books of Importance to Members of the Institute of Pacific 
Relations: 


China and Japan, Information Dept. Paper of the Royal Institute of International 
Affairs. (Oxford, London and New York, 1938. 2s. 6d. 75¢.) New edition of this 
excellent handbook covering the political and economic factors in the present Far 
Eastern War, summarizing diplomatic and military events from 1860 to the end of 
1937. 

Japan, the Hungry Guest, by G. C. Allen. (London, 1938, 10s. 6d.) Deals with the 
great trusts and cartels of Japan and with the importance of groups and cliques, as 
opposed to individuals, in the structure of society. 

The Japanese Canadians, by Charles H. Young, H. R. Y. Reid and W. A. Carothers. 
Edited by H. A. Innis. Published under the auspices of the National Committee for 
Mental Hygiene in Canada, and the Canadian Institute of International Affairs. (Uni- 


versity of Toronto, 1938, Can. $2.25 plus 15¢ postage.) An account of the difficulties © } 


of the Oriental in British Columbia, including a study of Oriental standards of living 


in that province. 


Canada Today, by F. R. Scott. (London, Toronto and New York.) Prepared for 
the British Commonwealth Relations Conference of 1938. 


Contemporary New Zealand. A Survey of Domestic and Foreign Policy. Preface by 
the Hon. Wm. Downie Stewart. (Whitcombe and Tombs, Ltd.; Oxford, London, 
1938.) A symposium, containing the results of research carried out by members of the 
New Zealand Institute of International Affairs, dealing with social and economic life 
in New Zealand, with some account of the country’s relations to the rest of the 
British Commonwealth. 

The Far Eastern Policy of the United States, by A. Whitney Griswold. (New York, 
1938, $3.75.) A most important review of the past 40 years and of opposing Ameri- 
can tendencies toward isolationism and toward participation in international affairs. 

Land Utilization in China, by J. Lossing Buck. (Commercial Press, Shanghai; 
Oxford, London; U. of Chicago Press. 1938. Set, $15.00; Vols. I and II, $5.00 each; 
Vol. III, $10.00.) 

Agrarian China. Selected Source Material from Chinese Authors, compiled and 
translated by the Research staff of the Secretariat, 1.P.R. Introduction by R. H. 
Tawney. (Oxford, London, 1938, 8s.; Chicago, 1938, $2.00.) A report in the Inter- 
national Research Series of the I.P.R. 

American Far Eastern Policy and the Sino-Japanese War, edited by Miriam S. 
Farley. (American Council, I.P.R., New York and San Francisco, 1938, 50¢.) First 
of a new series of Studies of the Pacific to be issued by the American Council, this is 
a record of discussion in seven regional conferences held under the auspices of the 
American Council, in the spring of 1938. 


Bolshoi Sovetskii Atlas Mira (Great Soviet World Atlas), Vol. 1. Editors: A. F. ~ 


Gorkin, O. Y. Shmidt, V. E. Motylev, M. V. Nikitin, B. M. Shaposhnikov. (Scientific 
Publication Institute of the Great Soviet World Atlas, Moscow, 1937, R. 200, $40.00.) 
This, the first of three volumes, contains over 65 maps of the world, 40 maps of 
the Soviet Union, and a wealth of material on current developments in the U.S.S.R. 
largely based on data hitherto unavailable. 


Vestnik dal’nevostochnogo filiala Akademii Nauk SSSR. (Bulletin of the Far 


Eastern Branch of the Academy of Sciences of the U.S.S.R.) No. 30 (3). This num- a 


ber (published in Vladivostok), contains an important series of articles on iron and © 
coal deposits, forest resources, soil, agriculture, fisheries, etc., in the Soviet Far East. © 


> 
the 
| 
the 
than 
Japs 
took 
it 
coul 
> with 
only 
grea 
> this 
old 
> time 
in t 
dent 
> the 
U 
spot 
> bou 
price 
vaile 
silve 
not 
® silve 
stati 
expe 
.... 
{ 


THE YEN AND THE SWORD 


ional 


this GUENTHER STEIN 
Far 4 
d of 
| the 7 has proved to be one of the decisive weapons in 
ii the present war between Japan and China. Much though its impor- . 
hers. tance is underrated by many close observers of the great conflict, 
Say the two participants have long been well aware of this fact. More 
iIties |) than two years before military hostilities actually started, the Sino- 
ving Japanese currency war was already in full swing. The Japanese 
for took the offensive when they attempted, early in 1935, to link North 
China’s currency with that of the “Yen Bloc.” . 
e by It was hoped that by this means the five big northern provinces 
ne could be severed from China and virtually conquered by Japan, 
life without any expenditure of blood and ammunition. It was not 
1“ only by Japan’s diplomatic and military pressure, coupled with a 
‘ork, | great variety of subversive political activities in North China, that 
2 this scheme was to be forced on the unwilling country. China’s 
hai; Old and obsolete silver currency being in a precarious state at that 
ach; | time, the Japanese realized the chances of direct, aggressive action 
ang. i2 the monetary field itself. This took the form of an attempt at 
_H. | denuding China, and especially the Northern provinces, of silver, 
the legal tender. 
7" Under the careful direction of the Japanese authorities on the 
First spot, therefore, very large quantities of silver coins and bars were 
the | bought up by Japanese agents in the North, at the abnormally low 
prices, measured in terms of foreign exchange, which then pre- 
ae vailed in China. In spite of the Chinese Government's ban on 
oo.) @ Silver exports, it was srauggled out to Japan, where its arrival was 7 
Ang > not shown in the official import returns. But the re-shipping of the 
silver to Britain was done quite openly, Japan’s official foreign trade 
Far statistics giving a total of more than Yen 275,000,000 of such silver 
jum- 
and =) ¢Xports for the years from 1934 to 1936. The Chinese origin of the 
East. “| metal was obvious enough, for Japan is not itself a producer of 
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Pacific Affairs 
silver. In London, eventually, the metal was sold with huge profit 
at the high world market price which was maintained by the 
silver purchase policy of the United States. But these profits were 
no more than incidental. The real motive of the maneuver was 
the desire to rob North China of its old-established currency basis, 
to make its monetary position untenable, and thus to force it into 
the clutches of the paper-yen-bloc. Gradually, China as a whole 
was to be dealt with in a similar manner. 

Much damage though the attack did to China, it failed in its 
main objective. For the Chinese Government was thus driven to the 
sudden currency reform of November 3, 1935, which had long been 
overdue. All silver was nationalized, ceased to be legal tender, and 
was not allowed to circulate any more. Its place was taken by 
notes of the Government banks. In other words, China evaded the — 
Japanese blow by adopting a “managed” currency, as almost all — 
other states had done some time before. But by collecting all the = 
silver that still remained in the country, or at least some $1,000 — 
million (Chinese), on which the Government could lay its hands, — 
China stole a march on Japan. For this silver was thus made avail- 
able not only for use as a metallic basis for the new paper cur- — 
rency, in time of peace, but also as a potential emergency fund at 4 
the free disposal of the Government for armament purchases ~ 
abroad, in case of war. j 
- It was especially this latter aspect of China’s logical counter- 
move in the undeclared currency war which gave rise to great — 
uneasiness in Japan and caused an immediate stiffening in its © 
political attitude toward China as well as toward Great Britain, i 
which was alleged to have been instrumental in this Chinese ac- | 


tion. As to the purely economic aspect of the Chinese currency | 
reform, the Japanese were quite confident at first that it would fail 7 


within a short time. The Chinese Government, so they thought, — 
would be neither powerful nor honest and able enough to make 7 
a success of a modern, national “managed currency,” in a country © 
which was backward, only half unified, and unmanageable; the ~ 
Chinese people, having been used to silver for many centuries, | 
would never gain any confidence in paper notes which could not — 
be converted into silver, even though foreign exchange might be 7 
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The Yen and the Sword 


bought with them; and a currency dilemma even worse than the 
one which had just been averted would soon give unforeseen op- 
portunities of expansion to the Yen Bloc. 

But when the Chinese reform proved to be a very great success 
indeed, resulting in general economic progress at a speed which 
China had not seen before, and when it obviously became an in- 
strument with which both the political unification of the state and 
China’s credit abroad were rapidly being enhanced, the alarm in 
certain Japanese circles grew steadily. 

It would be an exaggeration to say that all these implications of 
China’s successful currency reform were the only cause which made 
Japan decide for armed aggression, but history will probably prove 
it to have been a major one; just as the desire for the incorporation 
of wide areas of China into the Yen Bloc, although certainly not 
Japan’s only objective in China, always loomed larger in Japan’s 
plans for the future than is generally supposed. 

Eventually, Japan’s huge military machine went into large-scale 
action in China. But the currency weapon, although of course de- 
cidedly secondary now, did not remain unused for long. It is char- 
acteristic of the persistency with which the original aims were kept 
in mind that the first two measures which Japan caused the new 
“puppet” regime in Peiping to take, were devised to lay the founda- 
tions for expanding the Yen Bloc in the conquered territories: 
the creation of the “Federal Reserve Bank of China,” the notes of 
which were made dependent on the yen; and the issuance of a new 


> tariff with lower import duties, to facilitate Japanese trade expansion 


within the yen’s new domain. 
China, too, relied heavily on the fighting value of its newly- 
| forged currency arm. The war fund which was a by-product of the 


| nationalization of silver, undertaken for purely monetary and de- 


fensive reasons, has been fully utilized. The concentration, in the 
hands of the Government, of a bullion reserve equivalent to at least 
half of the gold stocks in the Bank of Japan became a main factor 
in China’s surprising ability to prolong resistance against the in- 
vader. But China learned also to fence, and to fence exceedingly 
well, with the currency weapon itself. Wherever the regular Chinese 
army had to withdraw before the better-equipped Japanese forces, 
«<7» 


1 
rohit 
were 
was 
into 
N its 
the 
been 
and 
by 
1 the 
t all | 
| the 
1,000 
vail. 
cur- | 
lases 
nter- 
great 
tain, 
ency | 
ight, 
nake 
intry a 
the 
ries, 
not 
t be 


Pacific Affairs 
there remained, besides the guerillas, an even more cumbersome 
adversary behind the lines of the victors: the Chinese national dol- 
lar, a mere paper note, which upset Japanese plans for incorporating 
the occupied areas into the Yen Bloc; for forcing the Chinese people 
into cooperation; for exploiting their economic resources to the 
limit; and for thus deriving fresh industrial and financial strength 
from military conquest. 

This great effectiveness of the Chinese currency as a force of 
resistance against Japan’s attempt at wholesale penetration in the 
occupied territories was by no means accidental. Two years of able 
currency “management” in time of peace had gained for the new 
notes a public confidence on which it was possible for the Chinese 
Government to base a positive policy, effective even in areas under 
Japanese rule. Its main objective was to retain for the Chinese 
national dollar an intrinsic value higher than that of the yen or of 
any new yen-dependent currencies which the Japanese introduced 
at the point of the bayonet, into the occupied territories. This meant 
that the national dollars had to remain freely convertible into for- 
eign exchange, an important facility which neither the yen nor its 
new satellite notes can offer to their holders. And convertible the 
Chinese paper dollar remained, even though a good deal of China’s 
foreign exchange reserves, derived from the sale abroad of nation- ~ 
alized silver, had at first to be sacrificed for the sake of adherence — 
to this sound principle. The general drain on these reserves, (in 
great part due to bearish speculation), gradually forced the Chinese 
dollar down to about half of its original parity, during a year 
and a half of costly warfare; but as it depreciated, it pulled the — 
Yen Block currencies in China down with it, to the same extent. — 
And popular preference for the Chinese dollar remained just as — 
strong, as general, and as well-founded on its infinitely greater — 
intrinsic value, as before. : 

The end of the year 1938 found the Sino-Japanese currency war — 
in a state of stalemate. China, thanks to a clever and persistent — 
policy, had already succeeded for a number of months in reducing — 
to almost zero the drain on its vastly diminished foreign exchange ~ 
reserves. In spite of the fall of Canton and Wuhan, and without ; 
financial assistance from abroad, China had once more established ~ 


«8» 


a 

| 

pore 

w 

te 

of 

| fr 

T 

th 

te 

ql 

pc 

a 

iJ 

ra 

of 

tri 

= 


The Yen and the Sword . 
an even balance between its income and its obligations in foreign 
exchange. China is able, therefore, to go on almost indefinitely with 
the maintenance of a stable Chinese dollar, upsetting the Yen Bloc’s 
far-reaching projects—at least so long as Japan devises no effective 
offensive. Japan, on the other hand, has been marking time and 
remaining on the defensive; certainly not because of any lack of 
enthusiasm for its old ambitions; but rather because of the great 
difficulties it has encountered, which so far have proved impossible 
to overcome. 

Meanwhile, the Yen Bloc itself, originally comprising Japan, its 
colonies of Korea and Formosa, and its dependency Manchukuo, 
with the Leased Territory of Kwantung, has been extended in a 
vague way to North China; in still vaguer manner to the occupied 
territories of Central China; and, most faintly, to South China. No 
actual program or statutes for its working have ever been made 
known, but it is possible roughly to analyze its two main motives, 
together with their present state of development: 

First, to facilitate the expansion of Japan’s exports to the areas 
of its military conquest; and second, to enable Japan to import 
freely from these areas, without any outlay of foreign exchange. 
This involved the appropriation by Japan itself, to the detriment of 
the subject and invaded territories, of whatever foreign exchange 
can be procured by the sale abroad of the surplus products of these 
territories. Full Japanese currency control over these areas is re- 
quired, not only in order to achieve these two aims, but also as a 
powerful lever for directing their general economic development in 
a way which corresponds with the desires of the Japanese military 
and with the needs, as well as the tabus, of Japan’s own economy. 
| oa must continuously expand its export sales. This need arises 

from Japan’s two contradictory domestic policies of restricting, 
rather than elevating, the purchasing power of its own people, and 
of increasing the productive capacity of its manufacturing indus- 
tries to the utmost extent of its technical ability. 

It is true that the volume of Japan’s export trade, recently, has 
shown sensational growth. It increased by fully 100 per cent during 
<g> 
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Pacific Affairs 
the five-year period from 1931, the time of the “Manchurian In- 
cident,” to 1936, the year before the outbreak of the present war on 
China. But even this huge expansion of sales abroad—which, partly 
at least, had been made possible by great national sacrifices in cutting 
selling prices—would not have been sufficient to fill the ever widen- 
ing gap between Japan’s domestic purchasing power and the volume 
of goods which its industries are designed to produce, if war prep- 
aration had not absorbed an increasing share of Japan’s industrial 
output. 

But war preparation, military as well as industrial, has also the 
purpose of paving the way for further expansion of exports, and the 
problem will become still more acute in the future if the present war 
against China should not have the expected result of allowing solu- 
tion within an expanded Yen Bloc. It will be seen from the follow- 
ing that Japan’s chances of overcoming, or even considerably re- 
lieving its export problem by the conquest of the China market are 
very slim indeed. This unfavorable aspect, however, is only addi- 
tional reason for Japan to enslave China’s economy in the Yen Bloc, 
in order to exploit whatever trading opportunities there may be to 
the fullest possible extent. 

The volume of Japan’s export sales to China, before the present 
war, was very unsatisfactory. In 1936, the last year of peace, the land 
of “400 million customers” took only 4.4 per cent of the total exports 
which then left Japan for foreign and colonial countries; and these 
Chinese purchases from Japan constituted no more than 16.3 per 
cent of China’s total purchases from abroad. How different were 
conditions for Japan’s exporters in the countries which were already 
firmly under Japanese rule, where no foreign currency intervened, 
where the yen rules supreme! Every single one of Japan’s depend- 
encies, infinitely smaller though they are in area and population than 
China, was a far better customer of Japan, in 1936, than the most 
populous country in the world, with which Japan has always pro- 
fessed to be so eager to “cooperate.” 

Formosa, Japan’s oldest colony, with little moze than five million 
inhabitants, took 6.8 per cent of all the exports of Japan proper. ~ 
That means, it bought from the “mother country” 83.3 per cent and 
from other Japanese dependencies 9.1 per cent of all its outside re- 
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The Yen and the Sword 
quirements, having to take only 7.6 per cent of them from non- 
Japanese countries. 

Korea, second among Japan’s great colonial acquisitions, with its 
22 million people, was responsible for as much as 18.5 per cent of 
all the exports of Japan proper. These purchases constituted 85.1 
per cent of Korea’s total imports. A further 8.7 per cent came from 
other Japanese possessions, so that only 6.2 per cent of what Korea 
required had to be purchased from foreign countries. 

Manchukuo, having been under Japanese rule only for a short 
time, had not quite reached this ideal state of “cooperative” depend- 
ence on the “big brother.” But much progress was being made in 
this direction. Its 30 million people, who had not taken more than 
6.4 per cent of Japan proper’s total exports in 1930, the last year 
before the “Manchurian Incident,” bought 14.8 per cent of Japan’s 
much increased total exports in 1936. And the share of Japanese 
Empire goods in Manchuria’s total purchases from outside, which 
had amounted to 39.3 per cent in 1930, went up to 75.1 per cent in 
1936. But this still left a remainder of 22.8 per cent to sellers of 
foreign goods—mainly such goods as were required, directly or in- 
directly, for the Kwantung Army’s military preparations in Man- 
chukuo. 

Altogether, Japan’s three main dependencies were taking 40.1 per 
cent of its total exports in 1936. China took 4.4 per cent, while 
countries entirely outside Japan’s sphere of political influence bought 
55-5 per cent of Japan’s total exports. 

Judging from the analogy of Formosa, Korea, and Manchukuo, 
a few years of Yen Bloc rule over occupied or subjected parts of 
China would allow the Japanese Empire, theoretically at least, to 
provide about 70 to 80 per cent of Chinese import requirements. 
Even then, however, the total Chinese purchases of Japanese goods 
—calculated on the pre-war basis of 1936—would hardly amount to 
20 per cent of Japan’s total exports. In other words, the 400 million 
Chinese, for whose subjection such tremendous efforts are still 
being made, would yield Japanese exporters no more profits than 
the 27 million Formosans and Koreans did in 1936. Even then, a 
full 40 per cent of all the exports of Japan would have to be sold 
in foreign markets outside the Yen Bloc, which means that the. 
«11> 
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Pacific Affairs 
main factor for a steady further expansion of Japanese exports as a 
whole would still be the willingness of foreign countries to buy more 
and more Japanese goods. 

The complete and effective incorporation of China into the Yen 
Bloc, however, would give Japan a good chance of gradually reduc- 
ing China’s present comparatively high economic self-sufficiency. It 
would enable Japan to make China much more dependent on in- 
creasing supplies from Japan—just as Formosa, Korea, and to a 
certain extent even Manchukuo are being “managed” by Japan 
with this aim in mind. But this is an aspect of the more distant 
future. 

Meanwhile, the incorporation into the Yen Bloc of most of the 
occupied areas of China has already been started, although only in 
a superficial way. Japanese trade with them is now officially desig- 
nated as “Yen Block trade,” on a par with trade with Formosa, 
Korea, or Manchukuo. According to the regulations of the Japanese 
Army authorities in North China, the notes of the newly established 
“Federal Reserve Bank” are now the legal tender over wide areas. 
They are convertible into Japanese yen, at par, and the Bank’s 
monetary policy is in Japanese hands. Apart from these “F.R.B.” 
notes, original Japanese and Korean yen, as well as Manchukuo 
yuan notes, all at the same enforced value, are in circulation in 
North China. But their combined total is very much smaller than 
that of the Chinese national dollars which are still being widely used 
and by no means only in the interior districts beyond the reach of 
the Japanese. They are still predominant, in spite of the ruthless 
punishment which is meted out to anybody who is found dealing 
in the “old” currency notes in any other way than by exchanging 
them, at a 10 per cent discount, against “F.R.B.” notes. 


The new conditions in North China have duly caused a rush of | 


Japanese exports into this welcome market. According to Japan’s 


official trade returns, average monthly exports to North China, +4 


during the first eight months of 1938, were more than three times a 
as high as they had been before the war, in 1936. Even if indirect ~ 


exports to North China, via the Kwantung Leased Territory, be 


taken into account—because a good deal of smuggled Japanese goods 
went that way before the outbreak of hostilities and were still doing 4 
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The Yen and the Sword 
so until very recently—their total would seem to be considerably 
more than twice as high today as two years ago. And this in spite 
of a considerable reduction in the total purchases from abroad of 
war-ridden North China. 

In Central China, where the Yen Bloc, so far, is represented only 
by a comparatively large and steadily expanding circulation of 
Japanese “Military Yen,” issued by the Army not only for military 
but also for commercial needs, Japanese exporters were also quick 
to exploit their chances. The rise in the monthly average of Japanese 
exports to those areas, during the same period, was bound to be 
small, so far, because of the utter destruction of purchasing power 
and economic organization in those areas; but Japan’s share in the 
total imports of Central China has already increased by something 
like four times. Similar developments are expected in the newly 
occupied areas of South China, where Japanese “Military Yen” 
are beginning to do their pioneer work. 

All these advances have been made at the expense both of third- 
party countries and of domestic Chinese producers. But, just 
because of these circumstances, the first objective of the intended 
full incorporation of conquered China into the Yen Bloc—the in- 
crease of Japanese export sales against all odds—would appear to 
be well on the way to realization if it were not for the alarming 
failure of the Yen Bloc, so far, in regard to its second objective, 
which has now to be dealt with. 


gee proper is also in chronic need of importing a great volume 
of goods, especially raw materials, which it cannot produce itself. 
This means a need for foreign exchange with which to buy such 
goods in the richly stocked world market. Japan’s import require- 
ments are growing with the increase in its armaments and with 
the expansion of its industrial equipment. Japan’s urgent desire to 
become more independent of foreign countries by gaining control 
over new sources of raw materials as well as of foreign exchange 
revenue, therefore, is another motive for the war against China, and 
also another reason for the attempt to extend the Yen Bloc to the 
conquered territories. It will be seen that success or failure in this 
regard is a main conditioning factor in the eventual success or 
«13» 
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Pacific Affairs 
failure of Japan's efforts to use the Yen Bloc for the expansion of 
its exports. 

As far as supplies of import goods are concerned, Japan’s Empire 
has been giving less favorable results than it has in providing export 
markets. Of the total imports of Japan proper, before the present 
war, the following shares were derived from the three main depend- 
encies: 9.8 per cent from Formosa, 14.2 per cent from Korea, and 
6.3 per cent from Manchukuo—a total of 30.3 per cent. As these 
three supply Japan with whatever it needs in the way of imported 
foodstuffs—for foodstuffs actually constitute the greatest part of 
their sales to the “mother country”—their share in Japan’s total 
imports of industrially important raw material and other supplies 
is very much smaller than the above figures would indicate. 

China, however, before the present war, provided no more than 
4.2 per cent of the total purchases of Japan proper from outside. 
The opportunities of importing more from China, now that its 
commercially most important districts have been brought into the 
Yen Bloc, are being exploited as much as possible. But the result 
is disappointing—in spite of Japan’s ability to lay its hands on 
everything in the occupied territories of China that may seem 
worthwhile, and to oust foreign buyers of Chinese products from 
the field (which is being done); in spite of the fact that Japan no 
longer requires foreign exchange for its purchases in China; and 
in spite of the cheap method of outright or virtual confiscation 
which Japan practices in so many cases. 

It is true that Japan’s average monthly imports from North 
China, during the first eight months of 1938, were already three- 
and-a-half times larger than they had been in 1936. Imports from 
Central China, where military disturbances were still so great 


during this period that Japan’s imports from that area fell toa 
mere one-fifth of what they had been, may be expected to rise 
similarly, once conditions become about the same as in the North. — 


Eventually, South China’s resources will be tapped in similar ways. 4 
But with all the possible promises resulting from Japanese develop- q 
ment schemes, the conqueror is well aware that even the greatest 
imaginable success will not enable China to reduce very much 


Japan’s dependence on supplies from other foreign countries. 
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The Yen and the Sword 

This, again, is one more reason for Japan to take the most com- 
plete advantage of the incorporation of China into the Yen Bloc; 
not only in order to squeeze out of the country every ounce of 
materials which Japan may be able to use, but also to make China 
yield as much foreign exchange as possible for the paynicit of 
Japan’s continued heavy purchases in the world market. 

The main problem which faces Japan’s Greater Yen Bloc, there- 
fore, is that of foreign exchange. It is in this regard that the pre-war 
Empire proved least satisfactory. Going back to 1936 once more, it 


} appears that both Korea and Formosa are suffering from the same 


complaint as Japan proper: their purchases from foreign, that is 
from non-Japanese countries, small though they had been, were still 
considerably larger than their sales to such countries. Their com- 
bined import surplus, payable in foreign exchange by Japan, 
amounted to Yen 57,300,000 in 1936. 

During the same year, Japan itself, according to the official foreign 
trade returns, had an import surplus of Yen 70,800,000. But the 


| greatest part of the total import surplus (for which Japan had to 


pay so heavily in 1936 that it exhausted all its free reserves of 
foreign exchange and was forced to start selling great amounts of 
gold when the war began in 1937), arose in connection with Man- 
chukuo and its entrepot at Dairen, in the Kwantung Leased Ter- 
ritory. ‘Those two Japanese dependencies, initial members of the 
Yen Blec, had an import surplus of Yen 258,700,000. It is true that 
this deficit in their trade balance originated entirely from their 
transactions with Japan proper, because their purchases from the 
“mother country” far exceeded their sales to it. But as both sides of 
this trade between Japan proper and Manchukuo-Kwantung are 
wrongly listed in Japan’s so-called “foreign” trade returns, and as 
they minimize Japan’s import surplus accordingly, this deficit 
should be registered separately, as the biggest of the three items 
which made up the Japanese Empire’s total adverse trade balance 
in intercourse with the outside world. It must not be overlooked 
that this total deficit would have been even larger, by considerably 
more than Yen 100,000,000, if Manchukuo’s incorporation in the 
Yen Bloc had not made it possible for Japan to appropriate the 
surplus in foreign exchange income which high-pressure bean sales 
«15> 
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Pacific Affairs 
had accounted for in Manchukuo’s trade with non-Japanese coun. 
tries. 

Meanwhile, Japan’s foreign exchange problem becomes ever more 
acute. The first year of the Sino-Japanese war has cost Japan 50 
per cent of its gold reserves, which had to be sold abroad in order 
to cover the deficit balance in the Empire’s foreign trade. That one 
year of hostilities, furthermore, saw very heavy inroads into Japan’s 
accumulated stocks of foreign raw materials, (of which only cotton, 
wool and American lumber are statistically accounted for). These 
stocks were depleted 80, 70 and 60 per cent. This entailed a drastic 


reduction of Japan’s current raw material imports, to an extent . 
which cannot long be maintained, if only because it has already — 
dangerously throttled the export of all those Japanese manufactures, 


like cotton cloth, which consist of foreign raw materials. 
The more the foreign exchange problem has thus forced itself on 


the mind of Japan’s leaders, the more skeptical they have become 4 


about the blessings of the steadily expanding export trade to the Yen 
Bloc areas; an export trade which so largely consists of goods con- 
taining raw materials which Japan has to buy in the world market 
and to pay for in foreign exchange. For this growth of Japanese 
exports to Yen Bloc areas was not accompanied by anything like 


an equal expansion in the return flow of imports from these ter- — 
ritories; nor by equivalent opportunities for Japan to appropriate | 


such foreign exchange as its dependencies receive from their own 
exports to foreign countries. 


ports to the non-colonial parts of the Yen Bloc amounted to a 
monthly average of Yen 41,500,000 in 1936, but to an average of Yen 
89,600,000 during the first eight months of 1938. (While these ex- 
ports were more than doubled, Japan’s exports to foreign countries 
were almost exactly halved during the same period.) But monthly 
imports from the non-colonial subsidiaries of the Yen Bloc were 
only Yen 19,900,000 in 1936, and Yen 49,000,000 in 1938. 

Nor did Japan continue to receive much foreign exchange from 
these newly acquired countries, in other ways. Manchukuo’s net 
revenue in foreign exchange, derived from the export surplus in 
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The Yen and the Sword 


its trade with countries other than those of the Yen Bloc, and thus 
available as a kind of gift to Japan, had been at a monthly rate of 
Yen 13,300,000 in 1936. During the first six months of 1938, however, 
this gave way to a monthly deficit, in Manchukuo’s trade with 
foreign countries, of Yen 2,000,000, which Japan had to cover. A 
moderate amount of foreign exchange may continue to be received 
by Japan from North and Central China, where Japanese agents 
are trying so hard, with the strenuous support of armed force, to 
acquire Chinese national dollar notes in exchange against “F.R.B.” 
or yen notes and against Japanese export goods. But the extent to 
which Japan is thus enabled to profit from the Chinese Govern- 
ment’s policy of maintaining the convertibility of its notes into 
foreign exchange is certainly not very substantial. The survival of 
the Chinese dollar as the predominating currency in most of the 
occupied areas, and the reluctance on the part of the population to 
let them go into Japanese hands, is indeed the main obstacle which 
the Yen Bloc encounters in these districts. 

If one considers the unfavorable balance of Japan’s trade with the 
new territories of the Yen Bloc, it becomes easily understandable 
that Japan should actually be discouraging exports to Yen Bloc 
countries; at least the export of all manufactures which contain 
foreign raw materials or which it might be possible to sell against 
foreign currencies in the world market. To the great embarrass- 
ment not only of Japanese exporters, but also of the military en- 
thusiasts of Sino-Japanese “cooperation,” these new territories aie 
now being treated only too much as part and parcel of Japan’s 
domestic market—in the negative sense that all kinds of trade 
restrictions are being devised, on the continent as in Japan, to 
prevent the sale of goods to second-rate customers who cannot pay 
in anything but yen or yen-dependent paper currencies. Japan is 
realizing, therefore, that the fullest possible control of China’s 
exports to third countries, and confiscation of the resulting foreign 
exchange revenue for the Yen Bloc, would be the only way to derive 
from the budding currency union the benefits to Japanese trade 
which are to be the prize of victory. 

There is one more highly important reason why Japan’s way in 
China is now blocked, at least for the time being, by the inability 
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Pacific Affair; 
to control China’s foreign exchange revenue from exports to third : 
countries, Japan’s new North China currency, being nothing bu” 
paper, which is exchangeable only into another kind of paper, the — 
inconvertible Japanese yen, has proved a failure; so much so tha ~ 
Japan still hesitates to follow its original plan of introducing: ~ 
similar currency into Central China and withdrawing the “Mil. — 
tary Yen” which cannot even pretend to be the legal tender of : 7 
“new, liberated China,” and has no appeal to the confidence of ~ 
any Chinese beyond the actual reach of Japanese bayonets. Only ~ 
a new currency backed by part at least of China’s current foreign 
exchange revenue could have something like an equal chance of ~ 
fighting and gradually superseding the Chinese national dollar, ” 
which remains convertible into foreign currencies. 

There is thus a vicious circle which the Japanese will have w — 
break, if they can and if they want to be successful, economically, — 
in their China campaign: They cannot get control over China‘ 3 
export trade to third countries, because they are not the masters of © 
the country’s currency, which makes export goods move. They — 
cannot gain control over, or destroy, China’s “old” currency, because ~ 
its intrinsic value is infinitely higher than that of their own sub ~ 
stitutes. They cannot introduce a better substitute, because the only 
apparent way of doing so, as long as the Chinese national dollar ’ 
has not entirely broken down and vanished, is to give to sucha — 
currency of their own creation the backing of free convertibility — 
into Gold Dollars, or Sterling, which in the present situation can 4 
only be procured against the export of Chinese products to foreign ~ 
countries. And Japanese bayonets, so far, have failed, when applied ~ 
to this task, to be effective in anything but decreasing the outflow — 
of Chinese products to the world market, instead of fostering it 

The establishment of the Yen Bloc in China, therefore, is far 
from completion. Whatever closer economic and financial relations — 
there are now between Japan and its firmly controlled dependen — 
cies on the one hand, and the occupied areas of China, on the other, — 
are still entirely based on the brute force of Japanese arms. The — 
subtler but much more compelling force of a close currency union — 
has not really come into play, so far. Nor is it to be expected that © 
the conclusion of some kind of peace between the two countries, q 
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The Yen and the Sword 


even if such a peace should grant Japan the desired domination 
over China, would necessarily bring about a rapid change in these 
conditions. 

Meanwhile, Japan is trying at least to lay, by means of armed 
force, the foundations of those economic policies which, it is hoped, 
the currency mechanism of the Yen Bloc will eventually carry on 
smoothly, efficiently, almost automatically, and without too open a 
show of violation of Chinese or third-party interests. Modern 
devices of foreign exchange control, applied by subordinate Chinese 
officials, in the name of a “New China,” are being prepared to 
take the place of the present harsh interference with trade and 
property, as practised by Japanese Army and Navy officers. An 
elaborately discriminatory bureaucratic system of licenses, quotas, 


such as Japan has developed out of its own most accomplished 
recent feudalism, both at home and in its dependencies—together 
with the wide powers which have already been given to Japan’s 
two monopoly enterprises, the North and Central China Develop- 
ment Companies—are quietly to achieve what Japan wants. This 
is nothing less than the making over of China into an integral 
part of the Yen Bloc, like Formosa, Korea, and Manchukuo; the 
development of all the branches of Chinese production which may 
be useful to Japan; the stifling of all others which are, or might 
become, competitive with Japanese industries; the transformation 
of China’s far-reaching and growing pre-war self-sufficiency into 
utter dependence on Japan; and the reduction of China’s economic 
intercourse with the world outside the Yen Bloc to dimensions 
which would be in harmony with Japan’s own needs. 

But Japan still has a long way to go toward such an economic vic- 
tory over China and the old-established Western interests which are 
so closely connected with China’s modern progress as a fairly inde- 
pendent national unit. And even if Japan should eventually achieve 
that victory, because Western resistance may not uphold China’s 
own resistance over a sufficiently long period, the solution of Japan’s 
economic problems within the Greater Yen Bloc would seem by no 
means assured. 


Hongkong, December 1938 


THE GOOD IRON OF THE _ 
NEW CHINESE ARMY 


Otca Lane 


Wires the machine guns opened fire at Lukouch‘iao 
China had no united army or unified command. The Red Army 
(Eighth Route Army), the only one which in the course of the 
war has consistently gained and held new territory and inflicted 
more casualties than it has suffered, had already made peace with 
the Central Government and volunteered for war against Japan, 
but was not yet coordinated with the central command. The 
Kuangsi forces of Pai Chung-hsi and Li Tsung-jen, also of high 
quality, had also made peace with Nanking not long before. Nan- 
king’s own armies, especially the German-trained divisions, were 
well equipped and prepared, but most troops in the South, North, 
Northeast and West, though nominally under central command, 
were in practice more or less independent." 

This was inevitable, because China had to continue and complete 
political unification during the war.? The new unity implies much 
more than the mechanical linking together of all the old armies ~ 
under one high command. Nor do better technical equipment, ~ 
better artillery and much more efficient aviation, important though ~ 
they are, represent the main achievement in nearly two years of 3 
fighting. Organic changes have been going on. The old mercenary ~ 
soldier has given way to conscripts and volunteers who are fighting ~ 
for ideas which they know and understand. For a time the Gov- ~ 
ernment and its high command were still reluctant to mobilize ~ 
the whole people, in unison with the army;* but now the Govern. © 

1 For a clear statement of relations between the different armies and the Central 
Government just before the Japanese attack, see F. V. Field, “The Chinese Armies. : 
Political Composition and Geographical Distribution,” Amerasia, Vol. I, No. 6, ~ 
August 1937. 

2For the trend of unification, political and military, just before and after the 
Japanese invasion, see “‘China’s Advance from Defeat to Strength,” by “‘Asiaticus,” 7 
Pactric Arratrs, Vol. X, No. 3, September 1937. 

8 See the “Letter from a Chinese Soldier,” and editorial comments, translated in ~ 


China Today, December 1937, from the original in the Ta Kung Pao (‘the Man- 
chester Guardian of China’’). a 
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a The Good Iron of the New Chinese Army 


THE ; ment is appealing to the whole people to organize guerilla warfare, 
MY F and is getting a wide response. As a result, the people no longer 
consider the army to be something apart. 
Lanc The manpower of the new Chinese Army is drawn mainly from 
% old regular soldiers of the Central Government and warlord armies; 
. the Red Army; and new men who have taken service during the 
ch'iao war, together with guerillas. Of these, the old professional rank-and- 
7 file never had a uniform professional standard. The Central Gov- 
sp { }ernment troops were better in equipment and political training 
with than the provincial soldiers, but all were recruited, drilled, taught 
apan, and ireated in much the same general way. The Red Army, ac- 
The q cording to all who have seen it, is an entirely new phenomenon 
high in Chinese life. It is militarily efficient, but has no militaristic out- 
Nan. 9 look or tradition. The guerillas are the people itself, the common, 
were |, anonymous people, in arms and aroused. 
lorth, @ Both the old and the new type of soldier must be looked at 
nand, against the background of China’s agricultural society, in which 
3 a powerful centralized bureaucracy reduced the military class to a 
plete Yer low standing.* Only in exceptional periods of internal disrup- 
much tion, or during the great cycles of war against invading barbarians, 
rmies 9 could the soldier rise to dominant importance. Even in such periods, 
ment, the civil officials were so indispensable that neither triumphant 
ough q Chinese generals nor conquering barbarians were able to rule for 
rs of long without them. The men whose power was expressed through 
“nary the writing brush and the mastery of difficult texts repeatedly re- 
hting ~~ @ gained control from the crude men of the sword.° 
Gov- 4 The scholar-bureaucracy, as was to be expected, evolved a philos- 
vilize 3 ophy and outlook of their own, which they largely imposed on the 
vern- “rest of the country, in the form of Confucianism. It rated the 
‘entra! 1 SOldierly virtues very low, exalting instead an extreme devotion to 
- 3 the family which in itself was a handicap to courage in war. Such 
4 *See K. A. Wittfogel, “The Theory of Oriental Society,” in Zeitschrift fiir Sozial- 
od the @ forschung, Paris, Vol. VII, No. 1-2, 1938; also his Wirtschaft und Gesellschaft Chinas, 
ticus, 7% Leipzig, 1931, and “Foundations and Stages of Chinese Economic History,” Zeit- 
_ a schrift fiir Sozialforschung, Vol. IV, No. 1, 1935. 
ted in | ®See Wang Kung-chi, History of the Chinese Army, Shanghai, 1932, p. 3 (in 
Man- Chinese). 


«21> 


> 
“Ns 


Pacific Affairs Th 
novels and short stories as it accepted, and especially the essays and q Go 
highly pacifist poetry which established the national standard of | 7 anc 
“good taste,” created an ideal “perfect gentleman” who was nota} | 1 
chivalrous knight, as in Europe, but a learned official. F cial 

It is true that beside this cultivated tradition there was another, | § cati 
cruder one, influenced by the memory of turbulent wars and nomad | § offi 
conquests, in which the warrior was a popular hero. The strong. | 4 unc 
hold of this tradition was in the vernacular literature, despised by | 7 Soc 
Confucian scholars but cherished by the common people, whose | ¥ exc 
access to it was often through the recitals of storytellers and through | 7 The 
the theater. Many famous Chinese novels belong to this swashbuck- | 7 970 
ling tradition. Some are of great literary merit, like the Romance | § they 
of the Three Kingdoms® and All Men Are Brothers, and all | ¥ arm 
celebrate bravery, strength, swordsmanship, boxing, and horseman. ST 
ship. Since it was never cordially accepted by the great and powerful, Hof t 
however, this tradition could not in itself create a moral code suf. | “this 
ficient to sustain an army.® The famous saying that “good iron is | § fror 
not hammered into nails, and a good man does not become a ¥ the 
soldier” expressed the national attitude. Fdid 

Under Li Hung-chang and Tseng Kuo-fan in the nineteenth 7 den! 
century military organization and equipment were improved; but — 
at the same time defeat, in foreign wars, and disorder, in civil wars, i. W 
became the accepted standard, while the social position of the — 
soldier was not improved. Not until the nationalist movement of 41 w 
1924-27 was there a real change. This movement had a tremendous ¥in } 
appeal to the common people, whose genuine sympathy and mt 9345 
it won—chiefly because it laid as great stress on political and moral stati 
education as on military training. But this whole revolutionary | § nor 
movement broke down halfway. Neither military nor political unifi | sign: 
cation was completed. Part of the army went over to the Com: | Porig 
munists, to form the Red Army, with recruits from among workers § war, 
and peasants.® The majority remained in the service of the Nanking} ¥ TI 


6 See English translation by C. H. Brewitt-Taylor, Shanghai, 2 vols., 1929. : 
7 Translated under this title by Pearl Buck (New York, 2 vols., 1934), from the | @ typi 


Shui-hu Chuan. lowe 
8 See A. Kotenev, The Chinese Soldier, Shanghai, 1937, pp. 30, 39, 41, for dis) 
cussion of such partial military codes in the works of Ssu-ma Fa and Kuan-tze, and 10 ¢ 
in the “Sacred Edict” of Kanghsi. F 1938 
® Edgar Snow, Red Star Over China, New York, 1937, p. 149. : il ¢ 
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+ Government, and in the next ten years gradually established ascend- 
Fancy over the warlord and provincial armies. 
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The Good Iron of the New Chinese Army 


Technically, the Central Army made important advances, espe- 


‘cially after an extensive reorganization in 1936;'° but political edu- 
‘cation of the rank and file continued to be neglected, although 
officers were politically trained in military academies and later, 
Funder the New Life Movement, in “Officers’ Moral Endeavor 
Societies.” In the provincial armies conditions were much worse, 
Fexcept in Kuangsi, where general military training was enforced. 
} These armies supplied the majority of China’s estimated 2,379,- 
Jo70" soldiers at the beginning of the war. In spite of heavy losses, 
} they still constitute the main source of recruitment for the new 


army. 


To understand the extraordinary heroism and increasing efficiency 


Fof the reintegrated army, it is important to know something of 
=this human material. Who are the men? Where did they come 


from? Why did they enlist? What sort of life have they had in 


the army? What was their standing in society, as soldiers? How 


Vdid it happen that from this “bad iron” it became possible so sud- 
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Ydenly to hammer “good nails”? 


we gathering material for a study (directed by Dr. K. A. 
Wittfogel), of problems of the family in Chinese society, 
I worked on records of the social service department of a hospital 


in North China. Here, for the years 1934-37, I found records of 


345 soldiers and nearly 250 officers. This is not enough to establish 
statistical conclusions. The information tabulated is not systematic; 
nor are there answers to all the questions that would have been 
significant. Nevertheless the material provides many details of the 
origin, life and state of mind of Chinese soldiers just before the 
war, which in their way are of unique value. 

The records deal with men from 25 different armies stationed in 


North China or passing through it. The majority were from such 


typical warlord troops as the 29th Army of Sung Che-yuan; fol- 
lowed by the 32nd Army of Shang Chen, the 17th Army of Yang 
10 See Colonel T. T. Popov, “The Chinese Army,” in Pravda, Moscow, April 25, 


1938 (in Russian). 
11 China Yearbook, ed. H. G. W. Woodhead, Shanghai, 1936. 
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Hu-chen (of Sian fame), and the 53rd Army of Wan Fu-lin 
(originally from North Manchuria). The men were mostly North- 
erners, the largest group (about 25 per cent) coming from Honan, 
Hopei follows closely, and then Shantung and the Manchurian 
provinces. A considerable number came from Central China 


(Anhui, Chekiang, Kiangsi, Kiangsu, Hupei, Hunan), and some | he: 
from as far away as Ssuchuan, Yiinnan and Kueichou. The kinds | | 
of families from which they came can be seen from the following ¥ m 
table: 
Famiry OriGin or 345 
Head of Family Number Per Cent Head of Family Number Per Cent dit 
Farmers............ 179 51.9 Shopowners, mer- son 
Farm laborers....... 33 9.6 17 4.9 he 
Artisans, workers... 8 2.4 Landlords, house- 
| of 
to 
pre 
apr 
These figures bear out the well known fact that the great majority % hac 
of Chinese soldiers come from the poorest families (left-hand col. 7 tho 
umn of the table). The picture would be still clearer if the farmer It 
group could be analyzed more precisely. Unfortunately the records unt 
list only mz of land owned (at about 6 mz to the acre), but even | not 
this makes possible the following classification: We 
Lanp sy Famiuigs or 179 CHINESE SOLDIERS 
Quantity of Land Number of Families Quantity of Land Number of Families 
No land at all. ... 30 29 
Less than 5 mu.... 19 31 tO 40 mu....... II 
SiO 39 41 mu ot more. 2 FE 
38 No indication. . 25 
to d 
In North China, roughly speaking, a farmer cannot be considered t ing 
well to do unless he has more than 20 mu, so that the majority of | ' orp! 
these men can be considered sons of poor farmers. Nor can the i fath 
families listed as “shopowners, landlords, teachers, officials” neces- f qua 
mer 


sarily be considered prosperous. Two of the shopowners or mer- : 
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The Good Iron of the New Chinese Army 
chants were listed as “ruined”; two were noted as “ex-merchants.” 
One of the officials was a police officer in Manchuria; the son had 
lost touch with him soon after the Japanese occupation. Among the 


onan, 
rian landowners, one family had been ruined by floods and one by 
China plague. Two sons of landlords were from Manchuria, and had 
some | ™@ heard that their families had lost their land. 
kinds | Not all of the men stated why they had joined the army. The 
wing | @ most frequent explanation, when given, was poverty. “Joined the 
~® army because of financial difficulties at home” (son of a farmer with 
| 4 mu of land). “Went to the army because of bad financial con- 
_ ditions” (son of a tenant). “Grandfather lost his land. Father rented 
} some land and cultivated vegetables. Son assisted father. After 1930 
49 he joined the 29th Army.” In two nearly identical cases the sons 
ba of landless widows joined the army, leaving at home two brothers 
1.7 | © working as farm laborers, unmarried because of poverty. “Youngest 
e ' | of 8 sons of a landless family. Father dead. Went to school from 7 
— to 10; then no money to continue school. Joined army at 11.” In sev- 
ae eral further cases enlistment was after the soldier’s family had been 
ruined by fire, drought or flood. In the same way some of the 
apprentices and artisans enlisted after the shops employing them 
jority | had closed up. Other apprentices had run away because “they 
| col- thought it better to be a soldier than an apprentice.” 
rmer | It may be noted that 65 per cent of the soldiers over 21 were 
‘ords 9 unmarried. In contemporary China only two groups of men do 
even Not marry, or marry late: a small group of modern intellectuals, 
~# Westernized officials and business men, who have broken with 
_@ traditional ideas and forms of marriage; and a large group of poor 
__ | @ farmers, artisans, coolies and workers, who consider early marriage 
mica proper, but cannot afford it. In rural China, not to be married at 
'@ acertain age marks a man as a pauper. 
| Family tragedies also led to enlistment. Most of the sons of well 
'# to do families listed in these records joined the army after quarrel- 
ered | ing with their relatives. There was also a high proportion of 
y of L orphans. Out of 135 who listed their families in full, 28 had neither 
the | @ father nor mother, 20 had no mother and 37 no father. Many had 
eces | quarreled with parents, brothers, uncles or stepmothers. “Son of a 
merchant, from Kiangsi. Left home 4 years ago, after quarreling 


mer- 4 
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Pacific Affairs 
with father, who wrote, asking him to come back; but he refused, 
and burned the letter.” Considering what filial piety means in 
China, there is a depth of family tragedy in this record. “Disabled 
soldier, 23 years old. Cannot get money from rich uncle, the head 
of the family, because some years ago his mother had a terrible 
quarrel with the uncle about the family property.” “Son of a clerk, 
from Shansi. Father had 17 dollars a month, for a family of 4 
(which is by no means utter poverty in China). Ran away because 
of quarrel with his mother.” “Farmer's son. Inherited 45 mu of 
land after father’s death. Left home after quarrel with uncle.” 

For another group the army was the only way out of some other 
kind of trouble. Two had run away after taking money from their 
relatives. One, a boy of 18, had struck a neighbor in anger and then 
run away without ever knowing what had happened to the man. 
Another, an ex-merchant of 34, had had an unpleasant experience 
at home, had been ruined, and had “lost face.” The total of only 
four cases indicates that this class is not as large as is commonly 
supposed; but it is also possible that others, who should have been 
in this group, did not give the full facts. 


Generally speaking, it is also plain that there is a process of q 


natural selection in the enlistment of soldiers. Men enlist for various 


economic and psychological reasons; but they all tend to be rela 


tively energetic, healthy and aggressive young men. The weaker 
ones stay home. Many who enlist could have done something else, 


if they had been sensitive to the prevailing Chinese opinion that | 


soldiers are the basest class of society. 


In this respect there is a difference (not brought out in the statis 
tical figures), between the older generation, especially in the villages, : 
and the younger generation, influenced strongly by the tradition ~ 
of the “popular” fighting heroes of romance, folk-literature and 
the stage. This is true not only of young farmers but of young — 
workers who read, or hear recited, tales which in adventure, color 4 
and romance are excitingly different from the monotonous poverty — 
of the village and the semi-slavery of the workshop. Edgar Snow, in — 
Red Star Over China, especially in his account of Mao Tze-tung, — 
cites the influence of this literature in developing and forming the © 
ideas of young revolutionaries. The Red Army, for those who ~ 
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for those who simply wanted to do great and exciting deeds, took 


® and their roving bands of comrades. 


® man could hope to reach wealth and honor. Some stated this with 


® of 100 mu, entered the army “because he wanted to become a great 


® a soldier. Later he was reconciled with his family, but remained in 


The Good Iron of the New Chinese Army 
wanted to fight for the poor against the rich, and any other army, 


the place of the mighty but generous robbers or generals of legend, 


Others frankly considered an army career, in the disunited and 
insecure China of their time, the only way in which a poor young 


laconic clearness. A farmer’s son from Shantung, an orphan, joined 
the army at 17, “thinking he would probably become a great mili- 
tary official.” The son of a Shantung landowner, with a property 


man.” An orphan, 17 years old, left home because “he liked the idea 
of being a soldier.” A Hopei man, son of well to do parents with 
150 mu of land and three hired laborers, disliked the mutton busi- 
ness his father wanted him to enter, quarreled, and ran away to be 


the army. 
Patriotic motives are notably not stated in the records, though 


sometimes hinted at, as when soldiers from Manchuria said they 
had joined the army “because of the Japanese invasion.” This lack 
of information may be due in part to lack of political development 
among soldiers in the North, as compared with the South, but is 
probably due even more to the fear that hospital social workers 
might ask dangerous political questions and make incriminating 
notes; for this part of China, at the time in question (1934-37), was 
practically controlled by the Japanese. 


= records also contain much information about life in the army. 
This I shall supplement from a symposium called One Day in 
China, edited by the famous writer Mao Tun and published, in 
Chinese, in 1936. Life in the army had many disappointments. It 
is true that even in the North conditions had improved in the years 
just before the outbreak of the present war. There were no more 
murdering and looting warlord armies. In one record there is an 
interesting complaint. The soldier, son of a Honan shopowner, 
said that his illness was caused by anger. His commanding officer 
was too strict. He did not allow soldiers to take money even from 
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Pacific Affair 
bandits. Whenever they returned from a battle, their pockets were | 
examined. For taking as little as a pair of torn stockings, a soldie; |” 


would be first punished and then discharged. He resented this, 
because bandit money “must have been stolen in the first place.” 
The records also indicated a more human attitude on the part of 
officers toward the soldiers. In several cases officers paid hospital 
fees for soldiers; they often visited their soldiers in hospital, and the 
men wrote to them about their needs. 


The records give no information about educational work, except e 


for a note by one social worker, to the effect that “in some armies 


the men are taught some reading and writing. The petty officers | 


act as teachers.” Several of the officers, however, are listed as having 
attended military schools in Central China. Descriptions of life in 
military schools, in One Day in China, are full of reports on politi- 
cal lectures, the aims of the Chinese Army, and the dignity of 
soldiers. Developments during the course of the war show that of- 
ficers have put their political training to use. 

Army life was not easy. There were complaints about hard drill 
and long marches, and corporal punishment was mentioned once 


in the records and several times in One Day in China. The China | 


Yearbook, 1936, gives the pay of privates as from $6 to $8 per 
month, in Chinese money. According to the hospital records, how- 
ever, 3rd class soldiers got from less than $1 to $3; 2nd class soldiers 
from less than $1 up to $5; and rst class soldiers from $2 to $9. 
The rate varied in different armies. There was even more discon- 
tent over irregular payment than over rate of pay. Very often 
soldiers, and also officers, distinguished between nominal pay and 
actual pay. In the stories of several soldiers and policemen in One 
Day in China, receipt of pay is described as an unusual and happy 
event. Army food was better than that of the poorest people, but 
was not very abundant. One soldier described his diet as “Cabbage, 
with a little oil; carrots, bean shoots. Meat only twice a month and 
only in small quantities.” (These items must be in addition to the 
staple North China diet of flour.) 

It was not easy for the soldier to become “a great hero,” or even 
“a high military officer.” Of the officers in the hospital records, two 
thirds were sons of landlords, farmers with more than 50 mu of 
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Whe Good Iron of the New Chinese Army 


4 Jand, merchants, and so forth. Among officers of the rank of Lien- 


j chang (commanding about 120 men), drawing $30 to $35 a month, 
and higher officers, not more than 10 per cent came from families 
Fowning less than 30 mu, and there was not a single son of a farm 
Flaborer or a farmer owning less than 10 mu. Few of the officers had 


Frisen from the ranks. Many came from military schools; and J 
Funderstand that the proportion of trained, career officers is higher 
Fin the more Westernized and better organized Central Army. 


Whatever his romantic ideas before joining the army, the Chinese 


soldier was bound to realize that in his own country and his own 


Ftime the soldier was despised. A story in One Day in China vividly 


7 describes the feelings of a soldier going to a cinema. The cashier 
“Fwould not believe that he wanted a first-class ticket, and finally 
‘Fold it to him very reluctantly: 


I angrily go inside . . . I remember that since coming to Nanking I 


“Fhave already, many times, been in a similar situation. Once it was 
“¥when I was buying a fountain pen; once when buying a suitcase; once 
when buying toothpowder. The proud, haughty faces of shop assistants 


Yremain before my eyes. I stiffen under the shabby, ill-fitting uniform. I 


4 realize that it is because of the uniform that I suffer contempt and 
humiliation. Suddenly the light goes out and darkness comes. I feel 
“J relief and deep pleasure, as if the million poisoned eyes fixed on me 


were also extinguished in the darkness. 


Yet few soldiers, according to their hospital records, wanted to 
go home. In fact, many had no home, or had lost touch with it. 


J The professional Chinese soldier was a man without family, in 
@ the classic country of familism. Most of the soldiers listed were not 


} married. Of those who were married, less than a third had children. 
In several cases the wife did not stay with the husband’s family 
but—which is rather abnormal in China—had returned to her 
parents or lived alone. Very few of the men wrote home, or visited 
their relatives. Some had not heard from home for three, five or 
even ten years. A farmer’s son from Shantung, aged 24, said that 
he was now “a sort of stranger in his own home.” Often all the 
attempts of hospital social workers to restore connections between 
soldiers and their homes did not succeed. The records were full of 
remarks about soldiers who said that they had not been successful 
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Pacific Affair; 
and therefore “had no face” to go home. There were also othe | 
reasons. Often friends made in the army had come to take the | 
place of the family. (The same kind of thing is true of other group; 
of men without family in China, such as the poorest workers, coolies 
and artisans.) The soldiers appreciated the comradeship of the | 
barracks, and also the opportunity to travel. 


HEN Japan struck, and the despised soldiers of China began to | ” 
show how they could fight. Even in the North, the “unpoliti- 
cal” soldiers of the 29th and 32nd Armies fought gallantly, though | 
left largely leaderless by generals who had sold out. So did the 
Shantung provincial troops. There are prophetic hints of this in 
the hospital data of 1934-36. Many of these men had already been | | 
wounded in action against the Japanese. They were veterans, also, | 
of bandit campaigns and civil wars. Yet there were no complaints 
about war or wounds. None of the men wanted to be demobilized | — 
for fear of war. Many were eager to be cured in order to get back| | 
into service. i 
The weakness of the old Chinese armies was not in fighting spirit, | 
but in poor equipment, aggravated by the industrial weakness oi 
the country, in poor command and above all in lack of an idea to| © 
fight for. With something to fight for, the Chinese have alway: 
been good soldiers. The T‘ai-p‘ing rebels of the mid-nineteenth 
century were magnificent fighters so long as they had a righteous} | 
cause, and until their leaders became corrupt.’* Many foreign ob-| 
servers recorded the bravery of the Boxers of 1900, who although| § 
“untrained, ill paid, ill fed and badly armed, put up a wonderful 
fight.”"* This record was vindicated by the heroic rgth Route Army} 
at Shanghai, in 1932. The Red Army, both in civil war and when 
organized as the Eighth Route Army to resist Japan, has als} | 
shown magnificently what Chinese troops can do when inspired] 
by an idea. 
And who are the soldiers of the Red Army? In 1934, according} | 
12 Lo Erh-kang, T“ai-p'ing T'ien-kuo Shih-kang, Shanghai, 1937 (in Chinese); alo} 
G. E. Taylor, “The Taiping Rebellion: Its Economic Backgrounds and Social Theory,’ 
Chinese Social and Political Science Review, Vol. XVI, No. 4, 1932-33; also Ap 


Kotenev, op. cit., pp. 59-62. 
18H. C. Thompson, The Case for China, London, 1933, p. 70. 
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The Good Iron of the New Chinese Army 


fairs 
othe: | § to their own statistics, they were drawn 30 per cent from workers, 
© the| § 68 per cent from farmers, 1 per cent from officials and 1 per cent 
roups © {rom other classes.* These proportions are not fully comparable to 
oolies | those of the 345 Chinese soldiers in the hospital records just cited, 
f the | | but assuming that the hospital records are more or less representa- 
* tive of North China armies, interesting rough comparisons are 
suggested. The Red Army had more workers, and in the Com- 
an to} | munist Party within the Red Army the proportion was still higher, 
politi ® reaching 40 per cent. The Red Army percentage of middle and upper 
ough ® class recruits was negligible; but the main group in the Red Army, 
1 the} @ as in every Chinese army, consisted of farmers. 
Lis in How were these farmers transformed into such remarkable sol- 
been | = diers? Undoubtedly the influence of the larger group of workers, 
also, especially the industrial workers, was important. There is also 
laints } | the moral difference between youths joining an army in order to 
lized | @ eat or get away from trouble at home, or looking for adventure, 
back} ™ and the volunteers of the Red Army, many of whom enlisted “be- 
* cause the Red Army was a revolutionary army fighting landlords 
pirt,| | and imperialism.”"® The main thing was that the Red Army, and 
$5 of every man in it, knew what they were fighting for. They still do. 
ea to} @ Schools, libraries, Lenin rooms, lectures, slogans, explain to the 
ways} @ soldiers that they are fighting for the freedom of their country and 
senth| @ a better life for their families and fellows—the poor. Education has 
teous} | been promoted, with the aid of new devices for learning to read 
1 ob-| @ and write quickly. Comradeship and fellowship as between officers 
ough} @ and soldiers help to maintain a good spirit. There is no beating and 
erfulf @ no bad treatment. Hardship and hunger are easier to endure when 
\rmy} @ soldiers know that what they have to wear and to eat are as good as 
vhen} ™@ what their officers have. 
alof @ A new kind of relationship between soldiers and population is 
vired} | equally important. The Eighth Route Army is carrying on the Red 
| Army tradition of taking pains to be on good terms with the people. 
ding} @ Once these good relations are established, soldiers cannot feel like 
«alo  OutCasts or be ashamed of their uniforms, for they are honored 
AP ™ Quoted by Li Kuan in The Chinese New Army, p. 279 (published in Chinese 
in the USSR). 
15 Edgar Snow, op. cit., p. 59. 
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Pacific Affair; 
members of society, morally backed by the population.’® As a cor. | 7 
respondent of the London Times has stated, “for centuries the | 
Chinese farmers have looked on any army as a plague of locusts, 
and here they seem at last convinced that the Eighth Route Army 
has their welfare at heart.”** Superior political training goes far uM 
make up for deficiency in arms. Soldiers trained to think for them. 
selves, act independently, and win the sympathy of the population, 
easily adapt themselves to the mobile partisan warfare which is now 
so important in the defense of China.’® 

A Chinese writer has pointed out that the country people of | 
China have, to begin with, great bravery and power of endurance. 
Only a few years ago they filled the ranks of many secret societies, 
some of which were organized for the defense of the poor. They only 
awaited the day of being taught how to fight against a foreign in. 
vader."® Others had received militia training in various bodies raised 
by landlords and rural authorities to prevent peasant risings.” 
These partly drilled men proved of great value when Japan’s iny». 
sion united the whole country and forced landlord and peasant to 
fight side by side instead of against each other. 

Military training of the whole population is now spreading w 
province after province, and to large areas behind the Japanes: 
lines. Men are prepared both for service with the regular army and 
for partisan warfare. There are many difficulties to be overcome, 
and the old Chinese inefficiency and sabotage are still a handicap, 
but progress can be very clearly seen. Instructors from the Eighth 
Route Army have had a large share in this, but even more im- 
portant has been the general borrowing of Eighth Route Army 
methods and precepts, simply because they are effective. Many of 


16 See the article by “A British Observer” in December number of PactFic AFFAIRS. 

17 Quoted in New York Times, August 7, 1938. 

18 For details compare the books by Li Kuan and Edgar Snow, already cited, and 
China’s Red Army Marches and China Fights Back, by Agnes Smedley; also Anm 
Louise Strong, “The Army That’s Defeating Japan,” New Masses, April 19, 1938: 
John Gunther's report from Hankow in New York Times, May 4, 1938; James 
Bertram, “With the Chinese Guerillas,” in Asia, Vol. XXXVIII, Nos. 6 and 7, 
1938, and many other magazine and newspaper articles. 

19Ju Chun-pa, in Village Reconstruction, Cho-ping, Shantung, August 18, 1935 
(in Chinese). 

20 These militia organizations are really a separate subject. For a general discussion 
of them, see Wen Chun-tien, The Chinese Pao-chia System (in Chinese). 
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The Good Iron of the New Chinese Army 
the political propagandists are students, who had begun even before 


the war to repudiate the old “scholar-gentleman’s” contempt for 
the soldier. They no longer believe that they can “let the coolies 
defend their country for them,” and numbers of them are serving 


at the front. In the first five months of the war, student casualties 


> amounted to more than 300 killed and 5,200 wounded.” 


Political education, propaganda, patriotic enthusiasm and new 
methods of recruiting are creating a new Chinese Army. The old 
feeling of inferiority, the old tradition of defeat, have gone. Months 
of stubborn resistance, actual victories and successful partisan war 
have strengthened the new fighting spirit. The soldier has earned, 
and is receiving, a new respect and honor,”* which are military but 
not militaristic. He is the champion of the people. Even his uniform 
is differently regarded; the fashionable girls of Hankow were ad- 
monished recently not to wear uniform just to be smart, because 
the right to wear it is an honor that has to be earned.” This im- 
portance of the soldier is responsible for great efforts to improve 
and increase the army medical service, in which scandalous con- 
ditions, at the beginning of the war, were an inheritance from the 
old indifference toward the sufferings of the despised soldier. All 
of this does not mean that the Chinese Army is already perfect. 
Far from it. Much remains to be done: but what is important is 


that the way to victory has been found. 
New York, October 1938 


21 Transpacific News Service, March 12, 1938. 
°2 Correspondence from the unconquered regions in Hopei, London 7i:»+, July 
1 and 2, 1938. 
*3 Fu-nti Kung-ming, Vol. 7, No. 5, 1938 (in Chinese). 
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Eprrortat Note: The author of this article is a citizen of a Centr: | mot 
European country who once worked in the Soviet Union as g:| Seve 
agrarian economist. His name will be given in a later issue of | mthat 
Paciric AFFAIRS. the 


This article has been translated from the author's German orig. | Sov' 
inal, which was written for experts with a knowledge of the Sovie:| Git ca 
Union and of socialist economic theories. For this reason we have} und 
modified and simplified it somewhat for the readers of Pacivic| @ nati 


Arrairs. As we have been unable to refer these changes to the | D 
author for his approval, the responsibility rests entirely on us. | ¥ cont 


ie basic facts of the economic organization of the U. 950. 

S.S.R. govern its “war potential”—the resources it could com #indt 
mand in time of war. Within the Soviet Union the working of the 7} cour 
planned economy means an important elimination of the conflic 9 t4W 
in aims and outlook between different social groups, which in all @ near 
other countries tends to impede the prosecution of a war. Di) @ colo’ 
ferences of opinion about the standard of state-regulated food price | @ logi¢ 
may arise, it is true—for instance between, on one side, workers i colot 
in factories and farmers on collective farms producing such cros| § 7! 
as cotton, and on the other side the peasants on food-producing — in tl 
collective farms. It is obvious, however, that this cannot be com. ¥ 4rav 
pared with similar differences of opinion in any capitalist county, | form 
where conflict of interest between those who produce food and || class 
those who consume it is aggravated by the fact that the consumes | @ the ' 
are mostly wage earners, while the producers are small commodity | § whic 
sellers, employers, etc. There are also other causes of opposition | @ stanc 
between capitalists and workers which simply do not exist in the) @ Asia 
Soviet Union. @ draw 
On the other hand a socialist organization of economy make | @ cipat 
it possible to coordinate differently developed parts of the coun @ Was 
try in a way that cannot be compared with even the most progres | @ trace 
sive colonial empires, in which colonies are allowed a maximum Asiat 
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_ Fdegree of autonomy. This is an important consideration. The dimen- 
Fsions of the Soviet Union and the number of different nationali- 
Fries it includes make it comparable only to a continent or to the 
P British Empire. Even in the United States, where nationalities are 
Fmore fused together and their cultural development on a more 
Feven level than in the Soviet Union, such national hostilities as 
» that engendered by the Negro problem are much stronger than in 
Fthe Soviet Union. Coordination without subordination allows the 
#Soviet Union to solve its nationality problems in such a way that 


it can employ for the advantage of the country all the energy which 
under the Tsars was wasted in the struggle of nationality against 
nationality. 

Differences of opinion do exist in the Soviet Union, and so do 
conflicts of interest between the city and the rural communities, 


| and between industry and those who produce raw material. Even 
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so, mechanization of the collectives and state farms has brought 
industry and agriculture closer to each other than in any capitalist 
country. The Soviet Union has also been able to industrialize its 
raw material producing areas and bring their political structure 
nearer to that of the “mother country” than is possible in the 


pcolonial politics of capitalist countries, which are forced by the 


logic of their own structure to keep their raw material producing 
colonies forcibly at their “natural” level. 

The significance of what the Soviet Union has accomplished 
in this respect is not diminished by the fact that this process of 
drawing industry and raw material together engenders its own 
forms of opposition. Even though the resistance of the old ruling 
classes was broken, successive forms of opposition were offered by 
the well-to-do peasants, and by those strata in the “colonial” areas 
which were interested in the economy of private profit. For in- 
stance, anti-Soviet movements can be traced to the shift, in Central 
Asia, from food production to cotton production, which involved 
drawing the majority of the population into industry. The eman- 
cipation of women through this process, especially Moslem women, 
was another source of opposition. These phenomena can be 
traced in the records of the political trials and also in the “pan- 
Asiatic” literature, which is published mostly in Germany for circu- 
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the areas affected at a “colonial level,” which in turn means th; 
danger that as the result of a foreign war the cotton surplus of 
these areas and those of the native inhabitants who would like 


control it might be at the mercy of a conqueror. There has even | 


been resistance among workers when any particular groups have 


felt that their privileged position was being threatened by the gen. | - 
eral levelling of social conditions. Yet, in spite of all this, the main f ; 
fact is the inevitable increase in political uniformity and conse. | 


quently in the “war potential” of social unity, as phase after phas 
of the opposition generated by progress is overcome by the further 
advance of progress. 


So much for the inner functioning of the Soviet Union. In its 4 


relations with the outside world, the Soviet Union has acquired 
by virtue of the socialist state it has created—the first of its kind 
in the world—a wide sympathy among workers in all countries 
and also among the colonial peoples, whose military and politica! 
weight can hardly be estimated. This is important for the intel- 
lectual to realize, because in working on these problems he may 
become personally interested in the cultural achievements of the 
Soviet Union, or be repelled by one development or another in 
what Marx calls the political or cultural “superstructure” of the 
country. What the intellectual does not always realize is that the 
broad masses of the people, in any country, think about these things 
in quite a different way; and they have an overwhelming impor- 
tance in the great decisions of our time. 

What is important in the attitude toward the Soviet Union of 
the masses in all countries is not so likely to depend on phenomena 
of the “superstructure” as on questions that are really basic. |s 
there capitalist exploitation in the Soviet Union? Does it rule op- 
pressed colonial peoples? Because the answer to these questions is 
clear, the attitude of probably the absolute majority of humanity, 
in any war in which the Soviet Union might be involved, is also 
clear. This deep-cutting division between detached theoretical in- 
terest and the social interest of the classes most affected by social- 
ism has a bearing on the numerous secessions from the Communist 
Party in various countries. If the traditional ideology of Commu- 
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lation in the Soviet Union. Such resistance has tended to hold back | 
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The “War Potential” of the Soviet Union 


Bhism be accepted as absolute, many of the seceding groups had, in 
: pure theory, a strong position. The majority of the well known 


Bieaders joined one or another of them. Individuals of all these 
: groups broke down politically; the masses have always followed 
Bthe Soviet Union, even when they have had to sacrifice some of 
Piheir ideology, and even when this ideology had earlier been im- 
B pressed on them with the backing and through the authority of 
“Fthe Soviet Union. So long as the Soviet Union remains the only 


Feocialist state in the world, the masses will be more attracted to it 
Fthan toward any possible changes in political theory. 

> This fact in itself reinforced the political potentialities of the 
FSoviet Union to a degree that cannot be exactly estimated. A further 
“and even more important reinforcement comes from the fact that 
Fthe social structure of the Soviet Union is in itself capable of rep- 
: resenting certain modern tendencies in international law with a 
special consistency, even when they are not peculiar to the Soviet 
Union. The tendency, consistently upheld by the Soviet Union, 
Fito condemn aggressive war is bound to retain the sympathies of 
the masses, who abhor the terror of modern war. 


wu" all of this is plain in principle, there is a question which 
q occupies the public opinion of the world and must be faced. 
# How are the obvious and serious political shocks within the leader- 
ship of the Soviet Union to be explained, and to what degree do 
they possibly weaken the war potential of the U.S.S.R.? The ques- 
# tion can only be approached by determining the way in which the 


attitude of the masses, the bulk of the people, has developed in 
succeeding phases. It is beyond dispute that conditions for the 
people as a whole have improved since 1934, when bread cards 
were cancelled, marking the end of the 1932-33 period of extreme 
difficulty in establishing collectivization. This in turn has had two 
results: the attitude of the people toward the Soviet regime has 
become more approving and simultaneously more critical, because 
improvement has created increasing demands which have not yet 
been satisfied. 

A survey of the course of development since the end of the civil 
war in 1921, ie devastation of which was not repaired until 1925, 
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will make this plain. After this initial recovery, the common people 4 
judged the achievements of the Revolution by what it had done ip F 7 
distributing national wealth and revenue more fairly. The farmer 
were glad to be able to eat all they wanted of the grain which F 
formerly had been exported in order to pay the interest on foreign 
loans. The factory workers felt themselves masters of their own 
fate. Not every worker could spend a vacation in a castle e. 
propriated from one of the former rulers of the country; but th: 
working class as a whole felt that they had now become “th 
masters,” even though their triumph was largely no more tha 
symbolical. This may be called a period of static satisfaction, affec 
ing far more people than had actively taken part in the Revo. 
lution. Workers and peasants had attained their immediate objec. | 7 
tives. They had enough to eat according to their traditional stand.) 
ard of life, and in this respect were better off than immediate 
before the Revolution. The working class, then still a small m: 
nority, the elite of the people, saw the prospect of a future which, 
though not yet clear, promised to be better than the past. Thei | 
confidence was shared by the more progressive peasants. 
With the support of this satisfaction the Communist Party go} — 
past a difficult crisis, when foreign intervention was over but ecv| 
nomic stringency within the country enforced the New Economi 


Policy, which created new private property groups, especially in i. 


the rural communities. The situation was roughly, though only) | 
roughly, similar to that which had led to the failure of the }: 


cobin dictatorship in the French Revolution. If the Kronstadt 0p j 
position of 1921 had triumphed, there would have been somethin! i 


like the Thermidor phase in France, and a victory for Trotsky in|” 
1927 would have led to something very like a Napoleonic phas. 
Success in getting through this difficult period was accompanic: | 
by disputes within the Party, which were very vehement but stil 7 
did not lead to splitting up of the Party or to attempts at opt | 
civil war on the part of the defeated minority groups. It migh — 
have been possible to carry the Revolution no further than bourgeois 
democracy, combined with state ownership of large-scale enter 
prise, if the Communist Party had been willing to give up th E 
socialist program of the October Revolution and to put up with © 
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') The “War Potential” of the Soviet Union 
: the military weakness of the old Russia; but this weakness would 
i probably have brought the Revolution to a collapse. For Tsarist 
;f PRussia, though larger than the Soviet Union because it included 
Poland and other territories, was not a genuine great power. This 
Fwas made clear between 1914 and 1917 by the complete depend- 
‘Fence of the Tsarist Government on the support of the Western 


Powers. The aid extended by these powers led them to feel that 
: { they had a kind of mortgage on Russia. Accordingly the Russian 
“the f @Revolution, even had it aimed at no more than bourgeois de- 
than f Smocracy, would have lost foreign support the moment it repudi- 
fect. | Bated foreign loans. Even if it had substituted German support for 
eve. F the support of France and England, its position would have been 
bj | shaky, as can be seen from the nature and degree of the support 
anf Bwhich the Soviet Government actually received from Germany 
ately | “@for a few years. All in all, therefore, the Soviet Union was right 
mi: | Min assuming that it could best guard what had been won in the 
hich, | first stages of the Revolution by defending itself unaided against 
‘hei } “the challenge of intervention by a coalition of powers. 
® Instead of halting the Revolution half way and accepting the 
go} @weakness which had handicapped the old Russia, the Communist 
eo @Party set out boldly on a policy of industrialization and collective 
mit} @agriculture which would set up a framework of socialist condi- 
y it} Mtions for the whole economy of the country. In order to do this, 
only) W@heavy sacrifices were demanded from the population, in order to 
Jz @stimulate the rate of accumulation of capital and to make up for 
Op| @immediate disturbances in agricultural production, arising from 
hing} @initial opposition such as the widespread slaughter of cattle by 
y 1) @peasants suspicious of collectivization. 
ast |W By following a drastic policy of socialist reconstruction during 
niei| Wthe first Five-Year Plan, after the temporary compromises of the 
stl @New Economic Policy, the Soviet Government undoubtedly won 
pe| the support of far larger numbers of people, in both town and 
ight) @country, than had taken part in the civil war. It is perfectly true 
eoi'| that the majority grumbled about the sacrifices imposed on them, 
te Wut it is equally true that many millions were roused to enthusiasm 
th @Bby the tangible success of socialized construction. These were suc- 
vith @Bcesses of a kind much more easily and clearly understood than 


€ 39> 


copl 
ne j 
mer 
relgy 
Ow! 


Pacific Affair; 
the victories of the civil war. The growing factories spoke a lap. 
guage even more unmistakable than that of the military success 
in the civil war. 

It is true also that the new mass support represented as yet only 
a minority of the population, though it was an important minority, | 
There was in addition another minority group, perhaps equally | 
large, which was hostile to the whole activity of the Government, — 
but this minority, consisting mainly of one section of the peasants |” 
was unorganized. It included expropriated rich peasants, or Kulaks, 


and peasants influenced by them. Their opposition arose partly | @ 


from the expropriation of their land and partly from the fact tha | 
they did not understand the meaning of the sacrifices imposed on 

them. The period as a whole, moreover, was one in which Party 

policy was handled very rigidly, with the result that dissident groups 

within the Party went so far in their opposition as to approach 

the danger of open riot and continuous conspiracy. 

It would be a mistake, however, to suppose that these dissidem 
groups were created by the policy of the time. Most of them can be 
traced in the history of the Communist Party back to the Worl 
War, and even earlier. The activities of some of them in 1917-1! 
nearly brought on an armed fight for power. Later again the same 
opposition minorities and their derivatives developed in 1936-y 
an outlook which included psychological acceptance of terroristic 
methods, and sometimes actual terrorism. By this time it was too 
late for the machinations of small and isolated opposition detach: 
ments, looking for opportunities to arrest or shoot individual lead: 
ers of the Party, to develop into civil war; but civil war might 
easily have developed out of successes at the beginning of a te- 
bellion, led by these detachments, so long as there were still social 
strata in the country willing to be led by them. q 

It was the clever maneuvering of Party policy between 1931 and — 
1934 which prevented such a catastrophe, at a time when the wat 
industry was not yet ready and the collective farms had only jus 
been established. The consequences would have been incalculable. 7 
Perhaps the skepticism prevailing in the West in connection with 7 
the trials of the last few years will not accept even so cautious: © 
characterization of the period as this. Nevertheless the trials as a 4 
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The “War Potential” of the Soviet Union 
whole proved that more trouble was averted than actually came to 
a head. That serious trouble really existed is proved by the mere 
fact of the trials, whatever one may think of their details, for 
the holding of the trials was so detrimental to the repute abroad 
of the Soviet Union that it can hardly be assumed that they were 
“trumped up”; they must have been forced upon the Govern- 
ment by real and persistent conspiracies. Even those who doubt 
one detail or another of the various confessions must face the fact 
that a whole series of such confessions cannot be explained with- 
out recourse to mysticism, except on the assumption that the de- 
fendants actually acknowledged themselves to be detected con- 


spirators. 
And once it is admitted that the conspiracies were real con- 


spiracies, it must be admitted also that success in stamping them 
out must have done more to strengthen than to weaken the Gov- 
ernment. In fact the clearing away of this aftermath of doubt and 
opposition brought the Soviet Union to a point where it could 
begin to harvest the rewards of its endeavors and sacrifices. Many 
millions of Soviet citizens now enjoy a range of security and even 
luxury which they could not even dream of before, or which was 
considered the unattainable privilege of a hated minority, such as 
the profiteers of the N.E.P. Comfort and enjoyment had not 
been considered practical objects of hope by the great majority 
of the population until after 1934. This does not mean that the 
hopes and wants, and even demands, that have arisen since 1935 
can always be immediately satisfied. On the contrary there is a 
very dramatic race between the growing productive capacity of 
the country and the growing requirements of the masses, which 
can be traced in the ups and downs of the prices of industrial 
products. The importance of what this means is illustrated by the 
fact that the yearly increase of consumer products is at the rate 
of from 20 to 35 per cent. 

Moreover the importance of this aspect of Soviet life has been 
obscured by attempts to apply to the new Soviet standard of liv- 
ing foreign standards of comparison which are totally unreal. Rus- 
‘sian collective farmers (and still more the inhabitants of the Asiatic 
regions) are fully justified, by comparison with the standards of 
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Pacific Affairs 
the Russian peasant in the past, in considering themselves well of 
when they can own sewing machines, bicycles, radios and gramo- 
phones. Or take, say, the case of an unskilled industrial woman 
worker. Only five years ago she was content with a shapeless over. 
all, a kerchief and heavy brogues as a normal costume. Now wher 
she is able to buy well-designed modern clothes for herself every 
year (even if they are generally made of cotton or rayon), and nice 
shoes (even if only a single pair of pumps for “special occasions”), 
she feels that she has won to the beginning of an unexpectedly 
happy life. In the same way all peasants and unskilled workers 
feel themselves well off if they are able to add some cakes or fruit, 
cheese or sausage, two or three times a week to the traditional 
Russian diet. The skilled industrial workers have of course more 
exacting demands. 


Yipes are achievements which may seem unimportant by com- 

parison with the standards of American or British workers who 
are not on the unemployed lists, but their significance is not to be 
measured by this comparison but by comparison with the misery 
of the village and factory population in Tsarist Russia. A truer 
comparison would be to say that the advances already won in the 
Soviet Union mean to the Russian something like what a sub- 
urban home, a Buick, caviar every day and vacations in California 
or Florida would mean to the average American worker. They 
mean that the worker who enjoys them is not only loyal to the 
world in which he lives but satisfied with it; and the quicker the 
present rate of development unfolds the greater is his satisfaction. 
This is a kind of satisfaction which is not diminished but em- 
phasized by the fact that the progress in which he takes part gives 
him new wants and provokes him to criticism when these wants 
are not satisfied quickly. Present criticism of the lack of consumer 
goods, in other words, does not in the least mean popular dis- 
satisfaction with the Government or a feeling that it is “weak.” 
The Government itself proved this in a very impressive way by 
allowing the use of secret ballots at the election of party and 
trade union officials in the spring of 1937—at the very time when 
it had been compelied to shoot scores of generals in the Red Army. 
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The “War Potential” of the Soviet Union 


The secret ballot was more than even the opposition within the 
Party would have dared to ask for in 1926-27, because the situation 
in the trade unions was then so strained that it was by no means 
certain that any group within the Communist Party would have 
won the elections. 

Critics of the standard of living of the Soviet worker should 
ponder the fact that workers in capitalist countries have not pro- 

ressed as far or fast by their own standards as the Soviet Union 
has by the old Russian standards; and at the same time they should 
consider whether the crises within the leadership of the Soviet 
Union have really been deep-going enough to affect the whole 
population. Recent dispatches make it clear that criticism in the 
shops and factories has been encouraged to such an extent that it 
has actually affected production. If the conspirators among the 
leaders of the Communist Party had really had a mass following, 
such a move would certainly have been suicidal for the regime. The 
leaders of the Communist Party and the Soviet Union, however, 
were of the opinion (and they have proved to be right) that they 
had more reason to be afraid of politically disaffected directors, 
who resorted to sabotage and bureaucratically suppressed criti- 
cism of their methods of management by the workers. They have 
proved at the same time that they had no need to be afraid of the 
workers, who criticized these directors and the loss of wages for 
which they were responsible. The encouragement of criticism in 
the factories and collective farms can be significantly compared 
with the prevailing tendency in political elections to avoid allow- 
ing issues to be “fought out”; by settling inevitable rivalry in what 
are known as “discussions before the elections.” From this it may 
be concluded that there is more danger of political opposition of 
a petty bourgeois kind (especially opposition associated with the 
church) than there is of wavering among the masses of the work- 
ers and peasants. 

What I have here said of the rise in the standard of living of 
the masses may seem to contradict the often asserted fact that real 
wages are now lower than they were at the time of the New Eco- 
nomic Policy. The essential point is that in the last few years prices 
have risen faster than wages, as compared with the N.E.P., be- 
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Pacific Affair; 
cause of the need for financing new construction, partly by mean; 
of inflation. The real improvement achieved can therefore onl 
be defined by comparison with the most difficult years of construc. 
tion under the Five-Year Plans; and this is a method which does 
not reveal the real reasons which have convinced the masses and 
won their loyal support. Nor does it apply to the peasants, among 
whom those who were formerly middle and poor peasants had less 
bread before the collectivization program, even under the N.EP, 
than they have now. 

The fact that is really significant is that in industry as well as 
on the collective farms the professional position of the average 
worker is constantly improving. This, perhaps naturally, has never 
been sufficiently appreciated by foreign journalists, who are in- 
evitably influenced by the fact that their natural contacts and ac- 
quaintanceships are chiefly among intellectuals, and especially 
among intellectuals holding political positions, among whom pro- 
fessional disasters and personal tragedies have been disproportion- 
ately numerous. It must be remembered that in a total population 
of 170 million very few—only a fraction even of the intelligentsia— 
belong to the group thus affected. 

The way in which to estimate the condition of workers is to 
take, for example, a second-grade locksmith—in other words not a 
highly skilled worker. It is quite possible that the real wages of such 
a worker are lower than they were 12 years ago. This is only 
another way of saying that 12 years ago the industrial workers were 
a relatively small group, able to afford a standard of living distinctly 
higher than that of the peasants and therefore constituting some- 
thing like a privileged class; whereas now, such workers form part 
of the greatly enlarged industrial proportion of a country in which 
industrial and agricultural standards of living have in many ways 
come closer to each other. On collective farms, where the yearly 
surplus is divided between members, the rise has been greater than 
in Government factories and on Government farms, where rates of 
wages are officially fixed. On collective farms, again, the manage- 
ment is elected (even though the elections are influenced to a 
certain extent by the Government machine and tractor stations 
which are associated with the collective farms); while in factories 
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The “War Potential” of the Soviet Union 
and on Government farms the management is appointed by the 
Government. 


Nevertheless, all things considered, the differences that now exist 
are very small compared with the wide gaps that there were form- 
erly between the individual peasant and the worker in state-owned 


) industry. Furthermore, the man who is a second-grade locksmith 
J today is rarely the same man as the second-grade locksmith of 
) 1926, who has by now usually become an engineer, military officer 
+ or Government official, drawing the salary of an intellectual, which 


is now higher than the wages of factory workers. In the Soviet 


} Union today a man who came from the village to the factory 

) three years ago is considered a veteran worker. If a man has re- 
7 mained in the factory for 12 years he has probably risen to the 
7 ranks of the most skilled workers, whose wages are many times 
7 more than the average and whose children go to high school and 
} the university. Twelve years ago, the man who is a second-grade 
> locksmith today was probably an illiterate agricultural laborer, 

4 with an income about one tenth of what he now earns. Industrial- 
? ization has been so wide and rapid that every member of the fac- 
) tory working class who has any initiative and ambition is able to 
7 improve his professional qualifications steadily. 


For this reason the partisans of the “pure daily wages policy” 


) (those who believe that the most able workers should get what they 
+ can, regardless of raising the general level of the working class), 
7 have become isolated from the really living forces of the country, 
as have those members of the “right opposition” who were fol- 
> lowers of Tomsky, the former leader of the trade unions of the 
7} USS.R., who committed suicide in 1936. The skilled and pro- 
> fessionally most talented workers, who in other countries are likely 
+ to be unrevolutionary and the backbone of reformism, do not fol- 
+ low this individualistic line of development in the Soviet Union. 


They are in a position to profit much more by the rapid progress 


j of construction as a whole than by artificially preserving a higher 


standard of wages for themselves, through keeping down the eff- 
ciency of labor in general. The less professionally skilled masses 
of labor do not approve of the “rightist” point of view either, be- 
cause they can see for themselves that unless the country is indus- 
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he 

trialized they are bound to continue a life not much different from a . 
that of the poorest and least cultured peasants. high 
Factory labor in the U.S.S.R. has always been and still \ ol 
closely connected with the villages, and as the villages have ob. einai 
viously been going forward with the progress of collectivization, ail 
which has definitely won for the regime the support of the eco. sabia 
nomically active peasants, factory labor was bound to go forward mane 
with the peasants. Formerly it was the most active peasants who ein 
naturally and by necessity developed into Kulaks, and became 


enemies of the regime and had to be liquidated, though the Gov. | TI 


ernment was then as interested as it is now in the increase of agri. 


cultural production. Now, however, these progressive individual ian 

among the peasants have become most active in a way that serves | | habit 

' the interests of the state. Sells 
This was partly what Bukharin meant by his famous “get rich’ they 


appeal to the peasants—an appeal which showed the self-deception i aad 
of his point of view at that time, when he believed in the compati- | 7 


bility of socialization with private accumulation by the peasants, | 7 oe 
With industrialization forming a bridge between town and coun. | F gic 
try, it is now the most progressive peasants who form the advance: | JF ¢. 
guard in the management of collective farms and the specialized ae 


use of tractors and combines. Under the new conditions the am- | — of th 
bitious peasant can make more in this way than even a Kulak 
could earn in the old days, and at the same time these new activi- iia 
ties strengthen the socialist economy. The rightists therefore can | coup 
no longer make any use of this group. Nor can they, or the priest,| Bi. 
start even a rebellion, much less a counter-revolution, with the | 7 ditio 
lazy peasant who grumbles because he doesn’t get his ration of B® fces 
grain unless he works. (“Sympathizers” with this type of peasant | disaf 
forget that even when he owned land of his own the grain did not 


in th 


meth 

grow by itself.) low 
lost 

T may seem that I have been trying to prove too much. If it is | 7 they 
true that every stratum of the population that could be mad | 
serviceable to the regime has been steadily won to greater confi the | 
dence in it, and that opposition is limited to the useful function Ff. 
of criticizing such abuses and defects as continue to impede prog: a tend 
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ress, then what is to be said of the shocks that have affected the 
higher leadership of the Soviet Union? The official explanation is 
that the Soviet Union is a socialist state, encircled by capitalist 
states; but there are many who will not be satisfied by this. There 
remains the fact that many of the highest officials of the state, men 
intimately connected with the past history of the Revolution, have 
been convicted of counter-revolutionary association with capitalist 
countries. This implies that internal conflict in the Soviet Union 
must have reached an acute point, and an explanation is needed. 

The explanation is to be sought partly in the past. During the 
most difficult period in carrying out industrialization and collec- 
tivization there were politicians who inclined to be pessimistic. Past 
habit prompted them to excessive criticism of the leadership of the 


7 Communist Party. They exaggerated the practical difficulties which 


they faced to the stature of a dangerous crisis in the revolution. 
At that time trained revolutionaries who were inclined to try violent 
methods of “solving the crisis” could still gather a certain number 
of partisan followers, especiaily among the rich peasants and in 
regions inhabited by nationalities other than the Great Russians. 
Since the country was still a peasants’ country the natural way for 
a rebel to,act, especially a rebel conditioned by the whole history 
of the Communist Party and the logic of the development of events 
in the Soviet Union, was to form a group and get into conspira- 
torial touch with other groups, in order to work up a military 
coup d’état. 

Since the Five-Year Plans were obviously an attack on the tra- 


| ditional peasant economy, and at the same time demanded sacri- 


fices from some of the factory workers, these groups could find 
disaffected individuals to recruit. Once they had started out on this 
method, there was no way out. Any rebellious group had to fol- 
low the course on which it had started, and once these groups had 
lost all possibility of support from the majority within the country 
they could only accept help from outside. Such help, in such cases, 
is always ready to hand. Further development then depended on 
the political psychology of those who had been members of dif- 
ferent opposition groups within the Communist Party. Some in- 
tended to use their connection with foreign countries only in order 


«47> 


fairs | 
from | 

ll is 
tion, 
eco. ) 
ward 
who 
‘ame | 
igri. 
uals | 
rves | 
ich” | 
tion | 
ati. | 
nts | q 
nee 
zed 
m- | 
lak | 
vi: | 
-an 
sts, | | 
the | 5 

of} 
nt | 
ot | q 

| 
de | 
f. 
| 

ig 


The 


acqu. 
of th 


Pacific Affairs 
to support their plans within the Soviet Union, with the idea of 
eventually cheating their allies of the price of victory. Others fell 


so low that they degenerated into mere agents of foreign powers, ist, a 
The development of this kind of conspiratorial activity has a even 
fatal logic of its own. Once the military conspiracy of 1932-34 had lectiv 
been launched, it inevitably developed to the point of contact with Th 
nations hostile to the U.S.S.R. The fact that this military con. J brou; 
spiracy really existed can only be doubted if it be assumed that tivity 
the Soviet Government was wantonly willing to endanger its in- tweer 
ternational prestige by depriving the army of many of its leaders, J in th 
at a moment of acute war danger, simply for the sake of personal army 
enmities. This would imply that one man after another, who had of co. 
been guilty of no more than a difference of opinion within the [J dustr 
Party, had gone to the extreme length of self-accusation revealed by divid 
the trials. This is humanly unreasonable, because the very idea lative 
of extorting false confessions on such a scale would have been as to 
enough to rouse every normal human being against those respon- incon 
sible. The truth seems to be that while the crime of treacherous down 
collusion with foreign countries was naturally stressed during the and t 
trials, for the sake of political propaganda, this kind of connection [J to co 
was a logically inevitable result of domestic conspiracy within the theore 
army and various political organs. as an 
This would be true even when the political situation within the be in 
Soviet Union had become such that the conspirators could no longer JB close’ 
justify themselves, even in their own eyes. The accused, during the ard of 
trials, did not attempt to justify themselves by reference to current than | 
conditions in the U.S.S.R. Neither did the public prosecutor go be es, 
into this aspect. Nevertheless those who are familiar with the his- steadi 
tory of the Communist Party, and who followed the attacks, in JB lective 
Pravda, on Izvestiya as edited by Bukharin, know that the opposi- 
tion did originally base its activities on ideological grounds. bis 
Moreover there are certain reasonable premises for the origins fa 
of conspiratorial activity. These can be traced to the negative side JJ) which 
of the processes by which the mass support of the Soviet system JF of the 
grew in strength and numbers. The raising of the economic level cern t 
of the population increased its political consciousness and its de- JR was st 
mands for still further progress. Socialist agriculture, in particular, worke 
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‘a of acquired by collectivization and mechanization a place in the life 
- fell of the country different from the backward position of a pre-social- 
vers, ist, atomized, individualistic agriculture of private profit. There is 
as a fm even a difference in this—and a very great one—as between col- 
had lective farms and state farms. 

with The standards of living of peasants and factory workers were 
con- brought closer to each other by the increase of agricultural produc- 
that tivity. At the same time the decreasing difference of outlook be- 
ine J tween factory worker and collective farmer resulted in an increase 
lers, in the number of sons of peasant families chosen for service in the 
onal army. In practice, all of this meant that the profit-sharing income 


of collective farms was rising more rapidly than the wages of in- 


the dustrial workers. One device in the drive to bring the last in- 
| by dividual peasants into the collective farms was a series of legis- 
dea lative measures controlling prices and lowering taxes in such a way 


as to favor the collective farms. The proportion of collective farm 
income levied as a contribution to capital accumulation was cut 
down by transferring this obligation to state organs and machine 
and tractor stations, in order to increase the profits to be distributed 
to collective farmers. These methods might well be considered, by 
theoretical partisans of a one-sided and exclusive “workers’ policy,” 
as an attack on sacred principles. In practice, however, it can hardly 
be imagined that the Russian industrial worker, who is still in 
close touch with the country, would resent the fact that the stand- 
ard of living of his country relatives, which had always been lower 
than his own, was beginning to rise faster than his own. He would 
_ be especially unlikely to resent this when his own wages were also 
steadily rising, though no longer so fast as the income of the col- 

lective farms. 


T 


HEsE complex changes have been accompanied by an even more 
far-reaching change in ideology or outlook. Until the advances 


ns 
de [fF which brought about a general advance in the standard of living 
m [— of the masses, Soviet ideology was on the whole a matter of con- 
el cern to a minority, which though it numbered several million people 


was still relatively small. Once the peasants, and the more backward 
workers who were still under peasant influence, had begun to be- 
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Pacific Affair; 
come more active, the Soviet ideology or outlook became at leay 
potentially a matter which concerned the whole people. This in 
itself urged an adjustment of the ideology to suit the wants and 
understanding of the whole people, inasmuch as the nation stl 
faced decisive struggles in which it needed the unity of a common 
outlook. 

For the outside observer, some of the ideological reconstruction 
that has been going on appears to be simple and obvious progress; 
an abandonment of prejudices which were a nuisance to the socialist 
movement. Among changes of this kind were the condemnation of 
excessively mechanical concepts of the materialistic philosophy of 
history, and of various extravagances in art and other cultural ac. 
tivities; condemnation of the prejudice (which had become serious) 
against large families; and condemnation of the equally serious 
tendency to consider that abortion is not an evil that is sometimes 
necessary, but a “socialist achievement.” 

Other recent changes or trends may appear to be simply new 
expressions of the tendency, often observed among Russians, espec- 
ially Russian intellectuals, to exaggerate first a good idea and then 
the criticism of that idea, swinging from one extreme to another, 
The Russian, when roused to criticism of some ultramodern theory 
that has been declared to be socialistic, is all too apt to dig up 
equally inadequate theories that have long been out of date, or 
to fall back on outworn phraseology. The old “specialist” is of 
course especially prone to go back to the phraseology which he once 
used in the past; but even the new generation often finds it easier 
to imitate old forms than to develop new ones. 

On the whole, however, the majority of the changes that have 
taken place and are still going on can be described as merely a 
necessary detour resulting from the fact that the broad masses in 
the Soviet Union are not adopting, as premises for the future to 
which they look forward, things which are taken as a matter of 
course in more developed nations. The level of development is still 
unequal in many parts of the Soviet Union. This in itself means 
that the centralized control of cultural policy is forced to emphasize 
those aspects or elements of progress which are essential for the 

decisive masses of the people. “Progress,” in other words, is as much 
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The “War Potential” of the Soviet Union 
a matter of practical execution as it is of theoretical concepts, and 
that which constitutes progress in the Soviet Union today is not 
necessarily the kind of thing that would be a necessary part of the 


a stl program in a future socialist Europe or America, for instance. 
ieee As far as regards the particular problem of the quality of Soviet 
; strength in a war, and its total war potential, the main point is 
ton Ht that the form which progress has taken in the Soviet Union is one 
A “Ss that has resulted in increased strength. For the preservation of the 
alist Soviet Union as a socialist state, and for the possible application of 
ne its fighting power, this is what is essential. It is important to stress 
YOR this point, because undoubtedly there are those who diverge from 
. ** & this pragmatic point in order to maintain intact the particular 
6 ideology, theories and phrases which for them have become absolute 
"Ow HF values. The “freezing” of a man’s articles of faith in this manner 
ims BF can transform them into principles which he regards as so sacred 
that he considers any change in them as treason. This accounts for 
nw the desperate way in which some have kept up their fight against 
‘Pe HE the Government in the Soviet Union, especially those who had 
ra already been in opposition so long that they had entangled them- 
selves in a way that did not allow them to get back into the actual 


trend of evolution of the country. Such problems have their personal 
implications. For oppositionists who had reached or gone beyond 
a certain point the creative changes which tended to eliminate, at 
least politically, groups which had formerly been in the main stream 
of development, and the concurrent changes which drew closer to 
the Revolution groups like the old technical specialists, who had 
formerly stood aside—changes which were accentuated by the rise 
of a new proletarian generation interpenetrating and inevitably 
more and more replacing the older generation—actually appear to 
be “counter-revolutionary.” 

All of these are considerations which will, I hope, serve to make 
clear the fact that severe crises in the upper superstructure of the 


Up 
OF 
s of 
once 


ave 
ly a 
in 
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i Soviet Union have been more than offset, and simultaneously offset, 
ve by an immense accretion of strength at the mass foundation of the 
ee structure. This is what must be emphasized in a realistic estimate 
ot of the war potential of the Soviet Union. If I am right in the con- 


cepts which I have been trying to explain, it must follow that the 
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Pacific Affair; 
symptoms of crisis, however sensational, are no more than negative 
aspects made conspicuous and indeed partly created by the strength 
anc healthy growth of the country as a whole; a growth which has 
nurtured exactly the kind of strength that is needed in war. 

There are two main processes to be taken into account: the way 
in which the broad masses of the population, with the peasants in 
the forefront, have become actively loyal and enthusiastic to a degree 
not achieved in any previous phase; and the way in which the 
organizational and ideological structure of the country has been 
adapted so as to allow this mass majority to express its approval 
and enthusiasm in action. The triumph of these processes has been 
scarred but not diminished by the crises of recent years. Many of 
the conflicts which resulted in these crises need never have become 
acute, and might have been avoided, had it not been for the fact 
that the Soviet Union has had to make its epochal decisions under 
the shadow of a constant danger of war. Had it not been for this, 
even the conspiracies inherited from the past could perhaps have 
been dealt with in a more lenient way. Things being as they were, 
however, it was tragically clear that even the most painful suppres- 
sion of dissident minorities in the leadership of the country (minor- 
ities which, it should be noted, were largely identified with a par- 
ticular generation, whose outlook had become fixed and hardened) 
was better than the chronic danger of rebellion at a time when the 
danger of attack from the outside was menacing. 

What the majority leadership within the party had to accept and 
defend was the inexorable fact that under the conditions of a 
modern war the solid and massive support of the majority of the 
people is a positive requirement, while even severe shocks in the 
superstructure, involving the necessity of training new and less ex- 
perienced leaders, and even the continuance of sabotage by con- 
spirators as yet undiscovered, are only negative disadvantages which 
can be set right in due course. 

There remains to be considered the possibility that the action and 
reaction developing out of the conditions revealed by the recent 
trials may lead eventually to still more crises within the leadership, 
and perhaps even to a successful rebellion. This possibility is so 
remote that I think it can be discounted as more than improbable. 
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The “War Potential” of the Soviet Union 


Even the better organized conspiracies, like the one headed by 
Tukhachevsky, were lacking in mass support. It was this which 
brought them to a head prematurely, because those who led the 
conspiracies broke down at the last moment in such a way that 
the Secret Service succeeded in penetrating into the heart of the 
groups responsible. Moreover, speculation on possible political re- 
bellion in the Soviet Union is irrelevant. What is there that a suc- 


q cessful rebellion could accomplish now? Nothing but a change in 
} the personal composition of the leading group. That is all. The 


policy of that group would have to remain unchanged. Even the 
slightest attempt to achieve political changes would provoke a 
tremendous reaction, which would probably be effective before 
hostile foreign countries had time to make use of the disturbance. 
In short, it is the people of the Soviet Union who now determine 
the course which the political leaders of the country must follow. 
It is this overwhelmingly important fact, making the highest leader- 
ship in the country responsible to a massive majority, which has 
accepted and adopted as its own the basic achievements of the 
Revolution, that makes the Soviet Union so potent a factor in the 
final decisions of our time. 


ie 
| 
i 
i 
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POLICY AND STRATEGY OF THE 
NEW ZEALAND LABOR PARTY 


D. R. JEnxiys 


ie election of rgt1 is a convenient point of departure for 
the modern history of New Zealand Labor. In that year the “Re. 
form” (Conservative) Party began a term of office that lasted 2 
years. The election was fought mainly on land tenure in agriculture, 
Prior to 1911 a large proportion of farm land belonged to the State 
and was held by farmers on perpetual leases at almost nominal 
rates, on the condition that they occupied and continued to im- 
prove the land. In this way the Seddon government had provided 
for a great many settlers who had little or no capital. At the same 
time the Liberals had introduced social and factory legislation that 
included universal pensions, the forty-four hour week, Arbitration 
Courts and recognition of unionism, together with a degree of State 
Socialism through Government ownership of railways, coal-mines, 
communications, and domination of banking, insurance and lend. 
ing to settlers. 

The land policy proved to be the political weakness of the Lib- 
erals. Their opponents were able to swing the 1911 elections by 
bribing the numerous Crown tenants with the offer of freehold. 
This maneuver was made easy by the “country quota,” which put 
the farmer in a dominating position at the elections because the 
tural electorates were smaller than the urban by 28 per cent. The 
immediate effect of freehold was a great increase in farm indebt- 
edness. Farmers were now able to mortgage the land which had 
formerly belonged to the State. The long-term effect was to pass 
State property over to private capitalists, though the immediate 
effect, in the 10 years following 1911, was great prosperity for the 
farmers. The period coincided with the boom years for New Zea- 
land exports. Farmers were able to speculate with their land on a 
large scale, and were tempted to capitalize far beyond limits set 
by subsequent price levels for land. Mortgages, from 1840 to 1911, 
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Policy and Strategy of the New Zealand Labor Party 


had reached only go million pounds; after 1911, when the land 
system was smashed by the Reform Party, they rose to 240 million 
pounds. Also, the interest rates paid to private capitalists were 
higher than those charged by the Government under the State Ad- 
vances to Settlers Act. 

Labor did not fail to protest, as the great struggles of 1912 and 
1913 show. The parliamentary Labor Party was young and weak 
but the unions showed a militancy that has rarely been equaled 
since. Massey, the Reform Prime Minister, put down strikes with 
severity, and many of the labor leaders were imprisoned for sedition. 
Calling the Governor General “a gilded popinjay” was classed as 
seditious utterance at that time. Massey used the Maritime Strike 
of 1913 to drive deeper the wedge between town and country, and 
so make his regime secure. For 20 years this division, rural versus 
urban, was the basis of the power of the Reform Party. 

The following table makes clear the relative strength of the par- 
ties over the last 37 years: 

Percentaces or Votes Cast 1n New Zgaranp Exsctions! 


Year Reform Liberal Labor Others 
47 20 28 5 
36 30 27 7 
32 23 33 12 


This helps to solve the mystery of the increased State intervention in 
industry which took place when conservatives were in power. The 
regime was dependent on “liberal” acquiescence. Thus the extension 
of mild social legislation and experiments in State Socialism, be- 
gun by Seddon, was forced on the Reform Party by a kind of par- 
liamentary blackmail. Over a long period the liberals were content 
with this arrangement and showed no will to power. But bedding 
with the Tories had its fatal effect—they lost votes. Worse, they 
began to look like Tories themselves. In 1931 both parties discarded 
their labels in the coalition of the depression years, and in 1935 
they presented themselves at the polls as one—the “National Party.” 
Standard, October 20, 1938. 
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In this period the Labor Party grew steadily in strength, as will F 
be seen from the table, at the same time undergoing considerabl. : 
change in policy and political direction. During these early Stages ; 
the Labor Party was very much to the left of its present Position, Fi 
“Socialization of the means of production, distribution and ¢. é 
change” stood at the head of its program and provided the topic : 
for countless fiery street-corner meetings. Some of the leaders haj J 
drawn sentences for opposing conscription and refusing to bea 4 
arms, and the rank and file of the trade unions had been dubbed | 
“red feds” because of their participation in the red Federation 
of Labor. However, in the middle twenties there was a decrease in 


militancy, and the parliamentary representation grew. The leader 
of the party, Harry Holland, a veteran of strike struggles and an 
inveterate pamphleteer on dialectical materialism and similar sub- 
jects, was getting old. After his death in 1934 (he was buried to the 
accompaniment of “The Internationale” and “Rock of Ages”) the | 
socialization plank was dropped from the platform. Michael Say- 
age was elected leader, with a small majority over Peter Fraser. 
Conciliation of farmers and dissatisfied liberals now became the 
keynote of policy, and the party entered on its present victorious 
phase. 

It might be well to say something here about the experiences 
of New Zealand in the depression. When the crash in export prices 
began to be felt and it was clear that a great deal of legislation 
would be needed, the suggestion was canvassed that the three 
parliamentary parties, then about equal in strength, should com. 
bine in an emergency regime. But the Labor Party could not pos- 
sibly agree to wage-cutting and curtailment of social services, so the 
Coalition was formed of the other two parties. The “National” 
Government, paralleling action taken in England, introduced a 
drastic program of economy. From its nature it was unable to adopt 
any constructive measures. 

It is difficult to convey an idea of the suffering in New Zealand 
during the depression years of 1932 and 1933. New Zealand has 
the highest per capita export trade in the world, and so is very 
much dependent on the world prices of primary products. It has 
«56> 
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} only three exports of any account—wool, dairy products and meat, 


world prices for which slumped badly. Added to this was the high 


i mortgage indebtedness on farms. The Coalition Government was 


4 obliged, against its policy, to pass legislation scaling down mort- 
) gage interest and principal, and fixing the exchange rate, but its 


main faith was in drastic wage-cutting and reduction of public 
works, education, social services, with the intention of preserving 


} the balanced budget—a course that was prompted, no doubt, by 
| the private banks and larger capitalist interests. 


Unemployment rose rapidly, but the Coalition set its face against 


4 adequate relief, until it was forced to move by two substantial 


riots, in Wellington and in Auckland. The Wellington riot of 1932 
was on a scale large enough to jolt the whole country. Ten thousand 
unemployed gathered at Parliament House to present a deputation. 
The Minister of Finance, the Hon. J. G. Coates, kept them wait- 
ing in the rain for four hours, then refused to see the representa- 
tives. The mob turned back toward the city and smashed almost 
all windows in the downtown business section. Order was restored 
in a few hours by armed special constables, and the unemployed, 
ineffectively organized, were obliged to accept a small increase in 
relief rates. The Communists took no action and condemned any- 
thing in the nature of adventurism. 

The Labor Party vigorously attacked the Coalition on every pos- 
sible occasion. Large groups, even farmers, began to go over to 
the Labor side, in spite of the fact that the entire press was in 
reactionary hands. Criticism was directed not only at the inadequacy 
but also at the inefficiency of relief arrangements. There were inci- 
dents such as that in which Semple, M. P., took into the House a 
blanket of the kind distributed to the unemployed and demonstrated 
its shoddy quality by ripping it from corner to corner before the 
session of Parliament. It was becoming clear that the Coalition, in 
spite of its parliamentary majority, was everywhere on the de- 


fensive. 
A factor in the 1935 swing to Labor was the extension of the 


life of Parliament to four years. Early in 1934, with the prospect 
of an election in November, the Coalition enacted the extension 
of its own life by one year. This aroused a storm of opposition and 
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gave point to the Labor Party’s accusation of fascism. There is no 
doubt that the act contributed to the Labor victory and subsequent 
success. If the election had been held at the appointed time, No. 
vember 1934, Labor would probably have won, but not so devas. 
tatingly as in 1935. That year was most valuable to Labor, for there 
was time to frame policy and to plan legislation with the assur. 
ance of victory within a few months. 

The Coalition had pinned its faith on a sudden economic recov. 
ery; as the year wore on and nothing happened, it resigned itself 
to fate. It had no fight left. Weeks before election campaigning 
had begun, the Ministerial files were burned, so that no traces of 
the 23 years of tory government would be left for the incoming 
regime. 

It is not necessary to give a detailed account of the 1935 cam- 
paign, except to list the points of the Labor program and mention 
the tremendous popular enthusiasm, during the election and after, 
that greeted the end of the Coalition Government. The Labor 
Cabinet posts were assigned, and the first legislative acts drafted 
and ready for the printer, almost before the results had begun to 
come in. Even the Manufacturers’ Association and the Farmers’ 
Union, formerly pillars of reaction, hailed the Labor victory with 
relief. It will be noted that contrary to common practice, the Labor 
program was based on immediate legislative proposals instead of 
general principles: 


New Zeatanp Lapor Party ProcraM, 1935 


. Assume control of the central credit system. 

. Guarantee prices to farmers. 

. Restore cuts in wages. 

. Legislate a minimum wage. 

. Reorganize the education system. 

. Institute a national health insurance service. 

. Provide a superannuation and pension system for all. 

. Maintain the Public Service superannuation systems. 

. Organize productive development employment through public works 
and local authorities, and by fostering secondary institutions. 

10. Restore the State Advances department. 

11. Support the Covenant of the League of Nations. 
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(Two of the Maori members joined the Labor Party after the 
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The program of the Coalition (now “National Party”) is not 
worthy of mention except to say that it was compiled by borrow- 


"ing from the Labor program. The “Nationals” stood on their rec- 
- ord, which was very bad. 


Exsction Resurts, NOVEMBER 1935 


election.) 


Ww Labor took over, export prices had begun to rise. The 
quick enactment of legislation on wages, relief and guaranteed 
prices spread the benefit of the rise with great rapidity, so that the 
change appeared to be almost magical. Popular approval and a 
steady rise in export prices enabled the extension of the measures 
distributing the national income more widely. This brought about 
a complete reversal of the depression trend towards concentration 
of wealth. Between 1935 and 1936 all prices rose 3 per cent but all 
wages rose 10 per cent. In the two following years there was a 
further improvement in the relation between prices and wages 
(see New Zealand Official Yearbook, 1938). 

The entire election program was carried into effect during the 
term of office, mostly in the first year. Labor had everything ready, 
the Opposition was disorganized and half-hearted, and the Legis- 
lative Council was not in a position to obstruct. (The Legislative 
Council was originally intended as an equivalent to the British 
House of Lords, but it is now little more than a stable for retired 
party hacks. Appointments are made by the Governor-General 
on the advice of the Government of the day, and the number is kept 
well below the constitutional limit so that the Council can be 
quickly filled by Government appointees if it offers protracted 
opposition to any measure. It will be seen, therefore, that the Labor 
Government has none of the constitutional problems that might 
face a Labor Government in England.) 
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Pacific Affair; 

One important event since Labor gained power has been the 
unification of the trade union movement. Prior to April 1937 ther 
had been two national organizations—the Alliance of Labor anj 
the Trade and Labor Council. The former was of the “vertica)’ 
industrial union type, the latter a “horizontal” organization ¢j 
self-conscious, semi-independent craft unions, many of them smal 
and highly-skilled. The Alliance of Labor was composed of three 
large semi-skilled unions: Watersiders, New Zealand Workers (pub. 
lic works and general laborers) and the New Zealand Railwaymen, 
At the Conference in 1937 both national organizations agreed to 
form a single new body—the Federation of Labor. 

The parliamentary party heartily approved this unification, 
though it revived the charge that the country is run by a trade 
union bureaucracy. It is true that many prominent parliamentarians 
are former trade union secretaries and that most of the election 
funds come from trade union dues, but there is no evidence that 
the Federation of Labor is a policy-making body, except perhaps 
in industrial legislation. On the other hand there are charges (com- 
ing notably from the Trotskyists) that the parliamentary party has 
strangled organized labor by forbidding strikes. That some strikes 
have been discouraged is true, but the Government has placed the 
powers of the State behind all reasonable claims. The fact is that 
of the small number of strikes in 1935-38, some were provoked by 
employers, in order to influence the vote at the 1938 General Elec- 
tion. 

One case early in 1938 illustrates this. The watersiders struck on 
a small ship at Auckland. They had a legitimate grievance. Ship- 
owners immediately called a lock-out throughout the port, and 
publicized it in the provincial papers as “General strike on the 
waterfront!” It took great self-control on the part of the unions to 
prevent a spontaneous and complete strike in the face of such provo- 
cation. In this case the Communists cooperated with the union 
officials. 

The peculiar significance of waterside strikes is worthy of note, 
for some of the consequences have been disastrous to labor. Since 
New Zealand depends very much on the export of wool and dairy 
produce, farmers are easily aroused to anger by delays in shipping 
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( ‘their produce to the London market. Under Labor’s guaranteed 
: price scheme of 1936, they are paid by the Government when the 
} produce reaches the wharf, but they still take great interest in labor 
| disputes on the waterfront. During the Maritime Strike of 1913, 
large bands of armed and mounted farmers entered the capital, 
» took charge of the loading of wool and defeated the watersiders at 
'a moment when victory seemed assured. The hostility between 
| these two groups (“cockies” and “wharfies” as they call each other) 
" has become deeply set, because former conservative governments 
» have had every interest in dividing workers from farmers. 


The hostility of the press forced the Government to use the 


| radio as a means of reaching the people. This was easy, because 
’ the broadcasting stations were already State property. The method 
"is eminently fair—every important sitting of Parliament is broad- 
' cast so that Government and Opposition have a more or less equal 
| opportunity to put a case to the whole country, which becomes an 


' extension of the public gallery. This has probably speeded up the 


legislative process, for electors are inclined to be impatient with 


- their member if he obstructs business by stonewalling. Every mem- 
ber knows that when he speaks, more than half his electorate 


listens, and if he is dull or ineffective he will probably hear from 
them. Many people, especially farmers, have come to have favorite 
speakers to whom they listen throughout the session. One member, 


_ Ormond Wilson (an Oxford man and Labor M. P.), has become 


noted for his long though rare speeches on social topics. He had 
been prominent on the parliamentary committee that directed the 
new Social Science Research Bureau of the Department of Scientific 
and Industrial Research, and he had access to facts that were not 
easily available in other ways. 

An interesting change has been made in Cabinet organization. 
Each Minister has the power to co-opt another member of parlia- 
ment to assist in conducting sme special branch of the department, 
in this way making use of technical knowledge in the Party. For 
example, Dr. MacMillan assists the Minister of Health and Edu- 
cation with the health insurance legislation, and J. A. Lee has 
charge of the rehousing scheme. Cabinet salaries are pooled and a 
proportion set aside for these co-opted members. 
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Pacific Affairs 

A great many important measures have been passed by the Labor 
Government and three will be mentioned here: Guaranteed Prices, 
Social Security and the Education Amendment. 

Farmers, especially dairy farmers, suffered insecurity as a result 
of the violent fluctuations of world prices, over-capitalization being 
only one of the bad consequences. Under the guaranteed price 
scheme the Government takes over produce at a fixed price, based 
partly on the returns of the last 10 years, partly on an investigation 
into costs and living standards in agriculture. The produce is then 
sold by the Government on the world market, and any surplus is 
put in a reserve fund and paid out in bad years or when the Gov- 
ernment thinks fit—for example, just before an election. Results 
show that the scheme benefits small farmers, but is unpopular in 
districts where larger units predominate. This is probably due to 
the nature of the allowances made in fixing the price. 

The Education Amendment Bill is an effort to relax the grip 
of the central department on curriculum and methods, and to re- 
store a measure of local initiative by combining the local controlling 
boards in regional units with real powers. A novel feature is trade 
union and teacher representation on these local bodies. In framing 
the amendment, opinions expressed by overseas delegates to the 
Conference of 1937 were given serious consideration. The measure 
was not passed in all its stages during the pre-election session of 
1938. The official reason was insufficiency of time, but it is possible 
that opposition from the existing college boards of governors and 
similar bodies that were menaced by the democratic provisions of 
the Bill, was feared as an influence at the election. Labor was prob- 
ably wise in holding the measure over until the next session, be- 
cause it was important above all to win this election. Further, the 
educational prestige of those opposing the bill will have disappeared 
after it goes into effect in 1939, so they will not sway any votes at 
subsequent elections. It should be noted that the expenditure on 
education has been almost doubled in the three years of Labor 
administration. 

The Social Security Act is an attempt to extend greatly and also 
consolidate the benefits given under earlier acts, some of them 
dating back to the 1890's. Administration will be under a single 
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separate department. Sub-titles of the Act include Universal Super- 
annuation, Invalids’, Widows’, Orphans’, Family, Miners’, Sick- 
ness, Unemployment, Maori War, Emergency, Health, Medical, 
Pharmaceutical, Hospital, Maternity, Supplementary, War Pensions. 
The most notable extension is the superannuation (single, £2.10.0; 
married £4.0.0 a week) for all over 60. Income of less than £1 
a week from other sources, and property occupied by the super- 
annuitant, is permitted without reduction of benefit. The Act is 
financed by a flat levy on all income, first imposed in 1933 as an 
emergency tax for unemployment relief. Since unemployment has 
virtually disappeared, there are very considerable reserves in the 
fund. It seems a pity to take the tax off, so reserves and current 
receipts are being turned over to social security. 

It might be desirable to mention by name other important acts 
affecting wages, compulsory unionism, Arbitration Court, forty- 
hour week, mortgages, Reserve Bank, State Advances, finance, State 
steel mills, etc. However, the general effect of these is fairly well 
known, and it will be more useful to devote the remaining space to 
the electioa of 1938 and the present policyf the Party. 

The main issue at the 1938 election was whether the electorate 
approved the measures taken. Nothing comparable to the election 
platform of 1935 was put forward, the Party merely pledging itself 
to extension and consolidation. In particular it stood on the guar- 
anteed price, social security and the re-housing scheme. Of these, 
two had been in successful operation for some time. The National 
Party had no policy of note. It spoke vaguely of a “compensated 
price” instead of a guaranteed price, but most of the electorate 
failed to understand the difference, and the Nationals did not 
appear anxious to make it clear. There was also the inevitable 
promise of lower taxes, but curiously enough this does not seem 
to have the appeal that it has in other countries. Possibly New Zea- 
landers are relatively well satisfied with what they get for their 
taxes, possibly the long tradition of State activity has made them 
less tax-conscious than laissez-faire countries such as the United 
States. 

The National Party used such methods as unsigned and libellous 
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Pacific Affairs 
pamphlets delivered at night,” a press barrage, insinuation against 
the security of the Savings Bank, and a “whispering” campaign 
against the health and morals of Labor leaders. It even accepted 
large sums from Australian capitalists, as post-election revelations 
show. The Standard had an editorial on this, entitled “The Final 
Infamy,” in which it said: “Had these facts been known before the 
recent polls there is no doubt that the people of this country would 
have manifested their resentment by completely annihilating the 
Nationalists.” 


Comparison oF Exscrion Resutts 


(Party-vote aggregates in parentheses) 


53 (392,972) $3 (530,810) 
17 (280,152) 25 (381,093) 
10 (179,455) 2 34,515) 
It should be noted that the Labor aggregate is the largest party 
vote ever recorded in New Zealand, and that 15 minority seats 
gained by Labor in 1935 became majority seats in 1938. Of the 
22 country seats won by the National Party, 8 were on majorities 


ranging from 48 to 772 votes. It can be inferred that, even with the 
“country quota” continuing in the law, there are not more than 
15 safe seats left to the Nationalists. Dividing electorates into three 
categories—city, town, and country—on the basis of the 1938 Year. 
book figures of population distribution, we get the following analysis 
of the aggregates: 


Anatysis oF Vorss, 1938 


Large cities: 
216,936 


? The National Party disavowed authorship of these pamphlets. 
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Zainst The Labor Party, flushed with victory, should not overlook the 

paign MF strength and importance of the farmers. Though the rural-urban 

cepted J contrast is not nearly so sharp as the New York Times claimed, 

ations reporting the election in what proved to be a masterpiece of under- 

Final && statement,® there is a real danger here. The Maritime Strike of 1913 

re the J should never be forgotten by the labor movement in New Zealand; 

would J and every possible effort, even sacrifice, should be made to win 
ig the JF the whole-hearted support of the farmers. 

There is an interesting question now being discussed in New 

| Zealand: to what extent was the election a vote for socialism? 

The leadership of the Labor Party disavowed the aim of “Socialism 

in our time” when the election campaign was on, but some mem- 

eats bers of the party, like J. A. Lee in his book Socialism in New Zea- 

_ land, made it a matter of immediate decision. Now the Labor press 

34.51) JE speaks of “driving on to Socialism,” while the Tory press reprints 

 Savage’s speech disavowing socialism, a speech that was completely 


ignored by the dailies in the pre-election period. There is, no doubt, 


Seats 


ME the fp considerable disagreement within the Labor Party on this matter. 
_ Mr. James Roberts, President of the New Zealand Labor Party, at a 


on "rally of 80,000 in Auckland Domain, said “The great question of 
than today is that of Socialism. I admit the soft impeachment of being 
three 2 Socialist . . . I would be ashamed to be anything else than a 
Year. § Socialist today!” (Standard, October 13, 1938). In the same issue 
alysis ’ the editorial says: “Of course Socialism is a fictitious issue... . 
_ The only live issue that remains is the degree of social progress 
"and advancement for which the opposing forces stand.” 
_ Drastic action is not likely in the near future unless some world 
q change, such as a serious depression, affects export prices. The 
_ country is enjoying record levels in real wages and is not revolu- 
tionary in feeling. There is no doubt that the Labor Party is ready 
q to face with confidence and determination any violent action taken 
against it by fascist groups which may arise. With the largest vote 
_ in history, the army purged of reactionary officers, the police force 
_ unionized, there is little to fear. So far, opposition has been puny and 
disorganized. 


° New York Times, October 16, 1938. 
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Labor appears to suppose at the present stage that the extension 
of State Socialism will ultimately merge into true socialism. There 
has not been sufficient thought on the fundamentally capitalis 
nature of State Socialism as it exists, though Labor is no doub: 
right in assuming that the high living standard of New Zealand 
(for rural areas the highest in the world) is mainly due to State 
Socialism. This is a question on which a definite answer must be 
given in the not-very-distant future. 
New York, January 193) 
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TRIBAL BOUNDARIES OF THE 
BURMA-YUNNAN FRONTIER 


MartTIN R. Nortns 


| 1934 and 1937 the British and Chinese Govern- 


_ ments were attempting to settle a dispute more than 50 years old, 


over part of the frontier between Burma and Yiinnan. The terri- 
tory is inhabited by tribes which have been, partly as a result of 
the dispute, more or less autonomous. A border incident in 1934 
led to investigation by a mixed boundary commission. In 1937, 


_ when this work had been completed, final negotiations might have 


been expected. Then the Japanese war on China began; and as a 
result, negotiations have been in abeyance. 
The territory is that of the Wa States, which the Chinese call 


’ Chia Wa Ti," on the southern part of the modern frontier between 


Yiinnan Province and Burma. It extends from the 22nd to the 23rd 
parallel of latitude (north) and is traversed by the ggth meridian of 
longitude (east), reaching roughly from north to south along the 
Salween River for about 100 miles and eastward for about 50 miles 
toward the Mekong River. The terrain is mountainous, insalubrious 


‘and largely inaccessible. Most of the inhabitants belong to the Wa 


tribes, which are relatively primitive in culture, some of them be- 


jing headhunters.? A Chinese account of 1933, which divides them 


into “wild” and “domesticated” tribes, asserts that in recent years 
they have done less raiding and that merchants have been travers- 


Jing the country Since the early years of the century, however, 
g ry 


neither Chinese nor British have done much in penetrating the 


1The term ch‘ia appears to be a phonetic rendering of the Kachin word hka, 


@ “river.” The term wa, commonly written with the character for “title,” may be a 


Chinese rendering of a native tribal name. The term # means “land.” 

2Sir G. Scott, Burma: A Handbook of Practical Information, Edinburgh (?), 
1906; also G. E. Mitton (Lady Scott), ed., Scott of the Shan Hills: Orders and Im- 
pressions, London, 1936, with bibliography of the writings of her husband. 

5]. Siguret, Territoires et populations des confins du Yiinnan, Peiping, 1937, 


Ja translation of Yain-nan Pien-ti Wen-t'i Ven-chiu, the prefaces of which are dated 


March, 1933. 
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Tribal Boundaries of the Burma-Yiinnan Frontier 


NOTES ON THE MAP OF THE WA REGION 
Main Sources: Map No. go in Ting Wen-chiang (V. K. Ting) and collaborators, 

Chung-hua Min-kuo Hsin Ti-t'u (New Atlas of the Chinese Republic), Shanghai, 

1934; Hua Ch'i-yiin (see p. 69, note 5, above), p. 20, with additional sources 

indicated below. 

Prace NAMES INDICATED By NUMBERS: 

(1) Kunglung (Chinese text, Treaty of 1897); rendered as Kunlong in British text. 

(2) Kengma (V. K. Ting, Map 40); rendered as Keng Ma, British text, 1897 
Treaty. 

(3) Mengtung (Hua Ch'i-yiin, V. K. Ting). 

(4) Mengchio (same references); rendered as Mengko, British text, 1897 Treaty. 

(5) Chenpien (V .K. Ting); Chen-pien T'ing in British text; now called Lants'ang 
(V. K. Ting, Hua Ch’i-yiin). 

(6) Panlung (Siguret’s Chinese source; sce p. 67, note 3, above; also Hua Ch'i- 
yin); appears to be the Pang-long of the “Map of Yunnan’ compiled by 
Maj. H. R. Davies, attached to Yainnan, the Link Between India and the 
Yangtze, Cambridge, 1909. 

(7) Panhung (same Chinese references); Pang-hung (same British reference). 

(8) Pank‘uang (Siguret’s Chinese source; Hua Ch'i-yiin); apparently the Pang 
hkwan of Davies’ map. 

(9) Yungpan (tentatively identified with the Yawng-pang of Davies’ map). 

(10) Kengmai (tentatively identified from Davies’ map; Chinese usage uncertain). 

(11) K'unma (Siguret’s Chinese source; Hua Ch’'i-yiin). 


Orner Place NaMEs: 
Menglien (Chinese text, 1897 Treaty; Hua Ch'i-yiin); Munglem in British text and 
on map attached to treaty in Hertslet’s China Treaties. 
Menglun (Chinese text); rendered Manglin in British text and map. 
Mengting (Chinese text); rendered Méng Ting, British text and map. 
Somai (Chinese text); rendered as Somu, British text and map. 


MouNTAINS: 

Kuangk'an Shan (Hua Ch’'i-yiin). 

Kungming Shan (Hua Ch'i-yiin); presumably identical with Kungming Shan of 
Chinese text, 1897, and Kong-Ming-Shan of British text and map. 

K'ungming Shan (Hua Ch’i-yiin); possibly either confused with or identical with 
Kong-Ming-Shan of British 1897 text and map. 

Menglin Shan (Hua Ch’'i-yiin). 

Rivers: 

Lants‘ang Chiang (V. K. Ting); Mekong River on Davies’ map. 

Lungch'uan Chiang (V. K. Ting); flows into the Shweli. 

Manlu Ho (V. K. Ting). 

Nana Ho (V. K. Ting). 

Nanch‘ia Chiang (V. K. Ting, Hua Ch'i-yiin); Nam Hka River of Davies’ map; 
Namka River of British 1897 text. 

Nanha Ho (V. K. Ting). 

Nanlei Ho (Chinese 1897 text; V. K. Ting); Namlam River of British text. 

Nanma Ho (Hua Ch'i-yiin). 

Nanp'a Ho (Hua Ch’i-yiin). 

Nanting Ho (V. K. Ting; Hua Ch'i-yiin, with variant ways of writing the ting); 
Nam Ting River on Davies’ map. 

Nu Chiang (Salween River). 

Ta Nankun Ho (Hua Ch'i-yiin). 
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Pacific Affair; 
region. In 1935, indeed, the British asserted that any frontier mark; 
that might have been set up would have been destroyed by the 
tribesmen.* 

Attempts at delimiting the entire Burma-China frontier date from 
the annexation of Upper Burma by Great Britain in 1886.° The lay 
formal agreement, of February 4, 1897, left part of the boundar, 
for future settlement.’ Rather vague definitions of details led 
misunderstandings, thwarting the efforts of a joint commission, 
under Sir J. G. Scott and General Liu, which operated from No. 
vember 1897 to May 1900.’ A British consular officer, G. J. L. Lit 
ton, subsequently examined the region and in November 1903 sub- 
mitted a report, in which a boundary was defined,* which appears 
to have been approved by the British and notified to the Chinese! 
However, the Chinese Government had deputed Shih Hung-shas 
to accompany Litton, on the understanding that examinatiog 
should not necessarily imply delimitation.’® In any case the Chinese 
have never recognized the boundary suggested by Litton."* Partly 
because of the undemarcated frontire, the Wa tribes have tended to 
consider themselves autonomous.” 

The difficulty in settling a frontier is partly accounted for by 


* Report of the Administration of Burma for the Year 1931-32, Rangoon, 1933, 
p. 19. Also the same, for 1933-34, published 1935, p. 1. 
5 [bid.; also Hua Ch'i-yiin, “Chung-k'an Tien Mien nan-tuan-chich-wu-ti jen-shih 
or “Recognition of the Importance of the Question of the Southern Section of th 
Yunnan-Burma Frontier,” in Tung-fang Tsa-chih (Eastern Miscellany), XXXII, No 
11, Shanghai, June 1, 1935. 

® Inspector General of Customs, Treaties, Conventions, etc., Between China and 
Foreign States, 2nd. ed., Shanghai, 1917, I, 532-38, in Chinese and English; als 
J. V. A. MacMurray, Treaties and Agreements with and Concerning China, 1834- 
1919, New York, 1921, I, 94-8; also Hertslet’s China Treaties: Treaties, etc., Be- 
tween Great Britain and China, and Between China and Foreign Powers, etc., 3:4. 
ed., London, 1908, I, 113-19. 
* Mitton, op. at., pp. 254-82; also Report on Burma, loc. cit.; also statement 
by Mr. J. Clague, in North-Chinaz Herald, Shanghai, June 3, 1936. Scott had suc- 
ceeded H. T. White, the original British Commissioner. 
8 Report by Acting Consul Litton on a Journey in North-West Yunnan, noted on 
February 2, 1904, presented on November 14, 1903. See 129 House of Commons 


® Report on Burma, 1931-32, loc. at. 
10]. Siguret, op. at., pp. 1or-102, giving the date 1904, apparently in error 


12 Hua, op. at.; Report on Burma, 1931-32, loc. ext. 
22 Siguret, op. cit., p. 202. 
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Affair; 
r mark; uncertainty as to the territory of the different Wa tribes, which 
by the ' extends even to nomenclature. Popularly, the Wa country is known 


] to the Chinese as the Hulu Kingdom. There is a distinction be- 
F tween Upper Hulu, with a ruler at Panhung, and Lower Hulu, 
| with a ruler at Pank‘uang. Of late years, five principal tribal “cap- 
vitals” have been recognized—Panhung, Panlung, Pank‘uang, Yung- 
an and K‘unma. Even more complicated subdivisions are also de- 
- scribed."* Chinese assert that the nineteenth century treaties allotted 
' Pank‘uang and Panlung to Britain and Panhung to China;™ but 
' these place names are not mentioned in either the English or the 
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13 sub. JE Chinese texts of the Agreements of 1894 and 1897. Nor is it sure 
ppears JF just how these three tribal domains fit politically and geographically 
inese? into the territorial divisions of the 1890's. 
g-shao There are also topographical problems. At present, the determin- 
nation ing statement as to the boundary passing through the Wa States is 
hinese in Paragraphs 3 and 4 of Article 3 of the Agreement of 1897: 
Partly The frontier shall then follow the course of the river forming the 
led to boundary between Somu, which belongs to Great Britain, and Méng 
Ting, which belongs to China. It shall still continue to follow the 
or by frontier between those two districts, which is locally well known, to 
where it leaves the aforesaid river and ascends the hills, and shall then 
193 follow the line of water-parting between the tributaries of the Salween 
- and the Mekong Rivers, from about longitude 99° east of Greenwich 
sé (17° 30’ west of Peking), and latitude 23° 20’, to a point about 99° 
, No 4o’ east of Greenwich (16° 50’ west of Peking) and latitude 23°, leav- 
baad ing to China the Tsawbwaships of Kéng Ma, Mengtung, and Mengko. 
“ At the last named point of longitude and latitude the line strikes a 
1854. very lofty mountain range, called Kong-Ming-Shan, which it shall fol- 
bes ‘ low in a southerly direction to about Longitude 99° 30’ east of Green- 
3d, 


wich (17° west of Peking), and latitude 22° 30’, leaving to China 
the district of Chen-pien T‘ing. Then, descending the western slope 
of the hills to the Namka River, it will follow the course of that river 
for about 10 minutes of latitude, leaving Munglem to China and 
Mangliin to Great Britain.1® 


The difficulty is that the hills are not “locally well known.” 


13 Tbid.; also Hua, op. cit.; also Mitton, op. cit., especially map on p. 178. 


14 Siguret, op. cit., pp. 202, 209; also Hua, op. cit., pp. 18-19. 
15 Customs, Treaties, I, 533-34. 
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Pacific Affair; 
This has led to at least five major interpretations. According , 
what Chinese call the “five-colored boundary map,” two lines (ye. 
low and blue) were drawn by the Chinese delegates Liu and Chin 
Another (purple) has been called an “officially proclaimed” line 
A fourth (green) is a British line drawn by Sir J. G. Scott; it wa 
over this that early negotiations broke down. The fifth (red) js 
another British line, drawn by Scott on his own responsibility, 
According to Hua Ch‘i-yiin, the yellow “Liu-Ch'én” line represen 
the maximum Chinese claim, while the red “Scott” line marks the 
maximum British claim.!® 
The debatable sector begins near the “Kunglung Circle” and the 
junction of the Nanp‘a with the Nanting River. From here the 
yellow line follows the Ménglin range south to about the Ta Nan. 
kun River, then turns east along the Kuangk‘an range, which i 
follows southeastward until it meets what Hua Ch‘i-yiin calls th: 
Kungming range, at about 99° 15/,'° and turns along it to the 
south. The red line also begins by following the Ménglin range, 
but about 25 miles north of where the Ta Nankun River leaves 
that range, it turns abruptly east along a series of ranges to about 
99° 40’ longtitude and 23° latitude. Here it meets what Hua calls 
the K‘ungming range, which it follows to the south. Both line 
then converge on the Nanch‘ia River, but reach it at points about 
20 miles apart, and follow it to where the boundary has been satis. 
factorily demarcated. Two important differences may be noted. 
The yellow line allots Panhung to China, while the red line gives 
it to Burma. Also, the sponsors of the yellow line place the “Kong- 
Ming-Shan” of the 1897 Agreement in the west of the Wa territory, 
while the sponsors of the red line place it farther to the east. Evi- 
dently the earlier Anglo-Chinese understanding as to Panhung 
was not explicitly enough drawn. It has been discovered that the 
area is rich in silver, and neither Government is willing to re- 
linquish claim. The vein is believed to extend from the Salween 
and the neighborhood of Panlung to Panhung, Méngting and 
16 Hua, op. cit., pp. 18-20. 
17 Statements of latitude and longitude here given must be taken as rough and 
subject to error. Though I have consulted many maps in Chinese, English and 


French, I cannot find any which both accurately delineate the Wa area and the 
British and Chinese claims, and also give both the Chinese and English nomenclature. 
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Tribal Boundaries of the Burma-Yiinnan Frontier 


Kéngma, ending in definitely Chinese territory. For some time 
British and Chinese have been fencing with each other and with 
the tribal chiefs for the right of working these mines, which in the 
west are called Lufang and in the east Chiaoshan. Those of Lufang 
are jointly owned by three of the Wa States, those of Chiaoshan by 
Panhung.’® Recently, according to a Chinese source, not only the in- 
~ habitants of the disputed Panhung, but even those of Panlung have 
~ wanted the exploitation of the mines to be taken over by the 
Chinese in preference to the British, who are already interested 
in the Lufang mines and are alleged to be coveting those of Chia- 
oshan.!® Chinese attempts in 1922-23 to work the Panhung deposits 
were obstructed by British pressure at Peking.”° 

The second topographical problem is that of the “Kong-Ming- 
Shan” of the British text of the 1897 Agreement. The Chinese text 
says “Kungming Shan.” Neither text mentions a “K‘ung-ming- 
Shan.” (The kung and k‘ung are quite differently written in 
Chinese.) Since the British rendering in the 1897 Agreement gives 
no clue to the difference between kung and k‘ung, which a “stand- 
ard” transliteration would have established, the “Kungming Shan” 
of the Chinese text is presumably more authoritative. This is im- 
portant, because there may be two ranges in the territory, a Kung- 
ming Shan and a K‘ungming Shan. According to Hua Ch‘-yiin’s 
rough map, the red line claimed by the British is at fault because 
it follows the K‘ungming Shan, not the Kungming Shan. On the 
other hand, the treaty which uses the expression “Kong-Ming- 
Shan” also specifies that the boundary strikes the mountains “about 
99° 40’ east of Greenwich . . . and latitude 23°.” This is approxi- 
mately where Hua indicates that the red line meets the K‘ungming 
Shan, which therefore in this respect corresponds with the “Kong- 
Ming-Shan” of the British text and “Kungming Shan” of the 
Chinese text. 

Moreover, according to Hua, the range now commonly known 
as Kungming Shan stands at about longitude 99° 15’, not 99° 30’. 
If it were to be taken as the frontier the red line would have to be 


18 Siguret, op. cit., pp. 207-208; also Scott, op. cit., p. 54. 
19 Siguret, op. cit., pp. 206-209. 
°0 Tbid., p. 208. 
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Pacific Affair; 
moved back, ceding to the Chinese about 25 minutes of longitude. 
As none of the maps offered by the British mention any K‘ungmin; 
Shan, the British case, apparently, must rest either on the claim thy 
the correct longitude is 99° 40’, not 99° 15’, or on the claim thy 
Kungming Shan and K‘ungming Shan are merely different parts 
of the same range, or different names for the same range. A differ. 
ence of this kind might originate in the use, by the Chinese, of more 
than one adaptation of a native tribal name. In view of the pro- 
longed dispute over so small a territory it may be mentioned tha 
there have long been rumors of “sacred” Wa gold mines in this 
area.”! 

To sum up: the key points in dispute are the disposition of Pan. 
hung and the location of the Kungming Shan. In practice, the 
uncertainty of the frontier to a certain extent deterred both parties, 
until recently, from opening up the territory. In 1934, however, 
the whole question became more acute, as the result of new 
Chinese advances toward the southwest, combined with signs of 
new British activity in the “backward tracts” of Burma. 


ie THE closing years of the Manchu dynasty there was a 

Chinese “forward policy” on this frontier, partly accounted for by 
the fact that as the Chinese gave way to foreign pressure and pene- 
tration from the coast, they tended to look for new compensating 
activities in the far hinterland. Disunity and civil war, however, 
made this kind of expansion only sporadic until extreme Japanese 
pressure accelerated Chinese unification, while the loss of Manchuria 
led to a search for compensating Chinese fields of expansion else- 
where. On the Yiinnan frontier, Mr. Ch‘en Yii-k‘o became a promi- 
nent leader. In 1931 he was chief of the Bureau of Propaganda 
of the Yiinnan Kuomintang Executive Committee. With him were 
associated Mr. Jao Chi-ch‘ang and Mr. Chang Chia-pin. The latter, 
on October 29, 1931 published an article on the “British danger” 
and advocated a program for attracting the allegiance of the Wa 
tribes. In 1932 Mr. Ch‘en, as director of the Bureau of Public Edu- 
cation, collated a detailed Study of the Yiinnan Frontier Question, 
the first volume being issued in 1933, under the patronage of the 


21 Mitton, op. cit., pp. 229-230, 235, 244-46. 
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Tribal Boundaries of the Burma-Ytinnan Frontier 


sresent Governor of Yiinnan. It warned against the British “threat” 
and called for an active advance to regain the “rightful” frontiers 
of China.?” 

In the face of this growing Chinese movement Sir. H. L. Ste- 
phenson, Governor of Burma, announced on January 8, 1934, that the 
Triangle had been taken under regular British administration.” 
The Triangle, lying between Tibet, Assam, Burma and Yunnan, is 
like the Wa States an undemarcated sector of the Burma-Yiinnan 
frontier to which the Chinese have not relinquished claim. The 
Chinese appropriately call it Chianghsinp‘o, the Hills Between the 
Rivers. It is enclosed by the rivers Mailich‘ia (Mali Hka) and En- 
maich‘ia (Nmai Hka), but is perhaps better known to the natives 


as Lima (Rima).** There is good authority for the view that after 
_ 1909 it was ceded to China by the British;*° but in 1911 the Abor 


Expedition was dispatched to the area, which subsequently came 
under British control. Although the Chinese have never relin- 
quished their claim, it has since been under the surveillance of the 
Governor of Burma as a “backward tract,”*® though not brought 
under regular administration until 1934. 

The British “forward policy” which this appeared to indicate 
was confirmed, in Chinese eyes, by the increased British interest in 
the tribal instability of the Wa States. Quarrels between the tribes 
were undoubtedly made more serious by the unsettled question of 
British or Chinese overlordship and the undefined status of tribal 
autonomy. One of the sawbwas permitted British entry into his 
territory. This was taken by other tribal chiefs as a betrayal of Wa 
autonomy, and led to a threat of inter-tribal war. An official Burma 
statement declared that “these bickerings will continue till the ad- 
ministration of the Wa States is taken in hand.””? 

*2 Siguret, op. cit. 

°3 Report on Burma, 1933-34, Rangoon, 1935, Pp. iv. 

*4Hua, op. cit., pp. 15-19; also Lin Ch‘ao, “Tien Mien Pei-tuan wei-ting-chieh 
pien-ching-chih ti-li chi cheng-chih wen-ti,’ or “Geographical and Political Prob- 
lems of the Undelimited Northern Section of the Yiinnan-Burma Frontier,” in 
Ti-li-hstich Chi-k‘an (Quarterly Journal of Geography), 1, No. 2, 1-23, Canton, 
June, 1933; also Siguret, op. cit., pp. 94-97. 

°5 Perceval Landon, “Tibet, China, and India,” Fortnightly Review, new series, 
DL, 657-687, London, 1912; also Lin Ch‘ao, op. cit., pp. 2-3, 14-15. 


26 Report on Burma, 1931-32, p. 21. 
°7 Report on Burma, 1933-34, PP. ii, 7- 
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Pacific Affairs 
Under these conditions the Burma government, in 1934, cooperat. 
ing with the Burma Corporation, Ltd., dispatched a survey party 
and a force of Burma Police to investigate mineral resources. The 
party had instructions not to enter the disputed part of the Wa 
territory, and according to official reports did not do so.** The as. 
surance, in view of the conflicting claims already discussed, is open 
to question. The official report states that the party entered “the 
area known generally as Panglong, lying in the Wa States wes 
of .. . the westernmost limit of Chinese territorial claim.””” This 
apparently refers to Panlung, where the inhabitants had already 
indicated that they preferred the mines to be opened up by the 
Chinese.*° Moreover, in view of the recent British annexation of 
the Triangle, any move by a British armed force in any part of 
the area was bound to alarm both Chinese and Wa tribesmen. 
The result, as might have been expected, was an armed clash. 
British accounts assert that “Chinese forces, supported by bandits 
and tribesmen, entered the disputed zone and even crossed the 
further limit claimed by the Chinese.” There were a “few skir- 
mishes” and British troops were called out, some of them remain- 
ing in the field “throughout the whole of the monsoon.” There 
were “many casualties,” which turned out not to be on the British 
side, and several Chinese were reported wounded.** A Reuter dis- 
patch from Simla on June 27, 1934 attributed the incident to pene- 
tration of “undisputed British territory” by a local chief, and added 
that the rains had stopped further fighting“? On November 26 
Sir John Simon, then Foreign Secretary, declared that the Chinese 
forces were understood to have withdrawn.** An exchange of notes 
followed between Sir Alexander Cadogan, then British Minister 
to China, and Mr. Wang Ching-wei, then Foreign Minister and 
concurrently President of the Executive Yuan, on April 9, 1935. 
28 Ibid.; also 287 House of Commons Debates, 5s, p. 1996, and 292 H. C. Deb., 
°° Report on Burma, 1933-34, Pp. iii. 
80 See p. 73, above. 
81 Report on Burma, 1933-34, pp. iii, 8; 292 H. C. Deb. 5s, p. 4; 295 H. C. Deb. 
5s, p. 481. 
82 North-China Herald, Shanghai, July 4, 1934. 


88 595 H. C. Deb. 5s, p. 481. 
34 Cd. 4884 Treaty Series No. 15 (1935). Exchange of Notes, April 9, 1935. 
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Tribal Boundaries of the Burma-Yiinnan Frontier 


These established “Terms of Reference” for demarcating the 
boundary in the Wa area, through a joint commission with two 
members appointed by each side and a neutral chairman appointed 
by the President of the Council of the League of Nations. The 
commission was to “ascertain and determine on the ground and 
fix on the map the line prescribed in Paragraphs 3 and 4 of Article 
30f the Agreement of 1897 so far as they relate to the undemarcated 

rtion of the frontier,” and to report to both Governments where 
it believed local adjustments would be called for, on the basis of 
mutual concession. The report was to allow for negotiation of a 
new agreement “in the light of such topographical, historical or 
political factors as may appear relevant.” If necessary, there was 
to be a conference at Nanking, with representatives of both Gov- 
ernments and also of Burma and Yiinnan. In the meantime, both 
Governments would reserve their claims, whatever the findings of 
the report. 

On June 8, accordingly, Colonel Frédéric Iselin (Swiss) was 
appointed neutral chairman.*” He was well qualified by having 
served recently in investigating the frontier between Iraq and 
Syria®® On July 12 the full commission was announced.’ The 
British members were Mr. J. Clague, Commissioner of the Feder- 
ated Shan States, and Mr. F. S. Grose, Deputy Commissioner of 
the Burma Frontier Service. On the Chinese side were Mr. Liang 
Yii-kao, Counsellor to the Ministry of Railways, and Mr. Yin 
Ming-te, Advisor to the Treaty Commission of the Foreign Office.** 

Field work began on December 1, 1935. Starting from an agreed 
boundary mark on the Nanting River, over four months were 
spent in examining about half of the undemarcated territory. In 
over 67 conferences local chiefs and other witnesses were heard 
and cross-examined, and documentary and other evidence appraised. 
Innumerable excursions were made. The topographical difficulties 


85 Essential Facts About the League of Nations, 6th ed., rev., Geneva, 1936, p. 144. 

38 Monthly Summary of the League of Nations, XV, No. 6, 147, Geneva, June, 
1935. 

3° North-China Herald, July 17, 1935; also 307 H. C. Deb. 5s, p. 1770. 

88Mr. W. Stark Toller, British Consul at T‘engyiich, was advisor to the British 
commissioners; Mr. W. A. Prestre (Swiss), accompanied Col. Iselin. Mr. Yin was 
later replaced as Chinese commissioner. North-China Herald, June 3 and September 


30, 1936. 
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Pacifie Affairs 
were great, as almost inaccessible regions had to be explored. The 
Chinese commissioners were accompanied by about 500 men, in. 
cluding experts and soldiers. The British were accompanied by 
about the same number.*® The commission was later joined by an 
expedition sent to Yiinnan by the Academia Sinica for geological, 
anthropological and ethnological research, which thoroughly in- 
vestigated the principal mineral areas. There were glowing te. 
ports of the riches discovered.*® Progress was delayed several times 
by the tribesmen, but work was not suspended until April 8, 1936, 
at the approach of the rainy season.** 

Field operations were resumed on January 2, 1937, and on April 
2 the survey of the undemarcated area was completed, reports be- 
ing ready on April 23.*? Difficulties with the natives were more 
serious than in the previous year. Between January 20 and 24 par- 
ticularly extensive operations against thousands of tribesmen were 
necessary. Despite this, 50 or more meetings were held.** By April 
30 reports had been signed and submitted, together with a map.“ 
In a press interview on June 29, Mr. Liang of the Chinese commis- 
sion was quoted as praising the friendly spirit of the investigation, 
and as stating that the reports would “doubtless be published by 
both Governments in due course.*® Less than two weeks later came 
the beginning of Japan’s war on China; since then there has been 
no public mention of these frontier difficulties or the work of the 
commission. 

Publication of the reports is not mandatory under the Terms of 
Reference, and accordingly there is no way of knowing whether 
the commission succeeded in identifying the “Kong-Ming-Shan” 
satisfactorily, or whether it recommended allocation of Panhung 
to China or Burma. The whole question of the Wa States, how- 
ever, cannot remain permanently in abeyance. It is not likely that 
the mines of Lufang and Chiaoshan will remain disregarded simply 


89 North-China Herald, June 3, 1936. 

40 Ibid., November 18, 1936. 

41 Tbid., June 3, 1936. 

#2 Tbid., July 7, 1937; Times, London, April 2, 1937. 

48 North-China Herald, February 10 and July 7, 1937. 
44 Times, London, April 30, 1937. 

*5 North-China Herald, July 7, 1937. 
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Tribal Boundaries of the Burma-Ytinnan Frontier 


for lack of an agreed frontier; and working of the mines is bound 
to affect, in practice, the relative but vague autonomy of the local 
tribes. The new Burma-Yiinnan route from Lashio to K‘unming 
(Yiinnanfu), *° passing about 80 miles to the north, will also create 
a wartime trade prosperity affecting the tribal peoples. Most im- 
portant of all, the urgent need for developing the whole Tibeto- 
Burman hinterland of Southwest China, in order to keep up the 
fight against conquest by Japan, has brought these distant marches 
much closer to the modern “China Proper” than ever before. 
Berkeley, October 193 


46.4 Chinese dispatch in the Chinese Times, San Francisco, July 7, 1938, takes 
it for granted that this route will be used for war material reaching Myitkyina by 
rail from Rangoon. However, I hear on good private authority that the new road 
ends at Lashio. See Times, London, May 17, 18 and 19, 1938; also F, B. Leach, 
“Burma and China Commerce,” in North-China Herald, July 21, 1937; New York 
Times, January 21 and May 2, 1938. 
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COMMENT AND CORRESPONDENCE 
ARMAMENT IN THE SOUTH PACIFIC 


To the Editor of Paciric AFFAIRs: 


Sir: 

The article on “The Arming of Australia and New Zealand” by 
Donald Cowie, which you published in your September issue, needs a 
supplement since the Peace of Munich. Australia and New Zealand, 
the most remote and unprotected of the British Dominions, now feel 
more defenseless than ever. They must rely more and more on them. 
selves. In some future European crisis Britain might be unable to aid 
them on a large scale. Even if aid were attempted, the increasing danger 
of the route through the Mediterranean and Red Sea might bring 
a British fleet to an end as disastrous as that of Admiral Rojdestvenski's 
squadron in the Russo-Japanese War. Britain’s naval strength beyond 
Singapore is now negligible compared with that of Japan. Indeed there 
is as yet no indication that a powerful British battle squadron will be 
permanently based on Singapore for possible action in the Pacific. 

Orthodox maritime strategy is still based on the theory of the “big 
ship.” Without a single British battleship operating beyond Singapore 
it cannot be claimed that Britain commands even the fringe of the 
Pacific. Japan has nine or ten battleships in these waters and could, 
therefore, secure naval command at any moment. Britain has 15 mod- 
ern or modernized battleships, five more being built and two pro- 
jected, a total of 22 for the next four or five years. Only then will it 
be seen whether Britain will feel strong enough in the West to de- 
tach a battle squadron for permanent service in the East, based on 
Singapore and strong enough to prevent an attack on Australia and 
New Zealand. This is rather too distant and indefinite a future to re- 
assure Australia and New Zealand, which are pressingly concerned 
with 1939 and 1940—the “dangerous interval” as it has been termed. 

The British Navy List of August 1938 shows the following total 
British strength in Eastern waters: The Fifth Cruiser Squadron in China 
Waters (four 8-inch gun cruisers); the Eighth Destroyer Flotilla (8 
vessels); the Fourth Submarine Flotilla (14 vessels). In addition there 
is the Australian Cruiser Squadron of three ships, plus two New Zeal- 
and cruisers. The total combined strength is quite inadequate for 
serious resistance to the Japanese Navy. All of the cruisers would be 
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" obliged to seek safety in flight and the destroyer and submarine flotillas 
- would be overwhelmed. For the present and immediate future Japan 
commands the Eastern seas. Attack on Australia and New Zealand 
could either take the form of military invasion on a large scale, or the 
' more restricted form of an attack on trade routes and shipping, block- 
"ade, and the bombing and bombardment of ports. 
' Invasion in force may, I think, be discounted. It would necessitate 
a gigantic armada of transports, troop ships and “train.” The line of 
communications would be long, the effort great and protracted, almost 
| the entire Japanese merchant fleet would have to be employed, the 
j strain on Japanese resources and national fabric would be intolerable, 
and there would be no guarantee of ultimate success. The other form 
- of hostile action would be more favorable for Japan, which already 
' holds the command of the sea in these regions. A portion of its great 
fleet would be enough to isolate Australia, particularly if one or more 
battleships form the spearhead of the attack, supported by cruiser, 
_ destroyer and submarine screens. For the oil fuel supply that would be 
vital it is reliably stated that Japan has built a number of 18-knot tank- 
_ ers. In addition there would be the probable capture of oil tankers on 
' their way to Australia. 
_ The Japanese would first have to clear the seas of British cruisers, 
- whose commanders could not hope to oppose the Japanese battleships 
- successfully and would therefore be obliged to evade action. Japan 
could thus cut the Australian trade routes at will, tie up all shipping and 
_ blockade the “nodal points” where overseas and coastal shipping con- 
_ verge. The complete stoppage of oil imports into Australia would be a 
serious deprivation, and in addition Newcastle, Sydney, Melbourne and 
_ other cities would be exposed to bombing and bombardment. 
__ The sea-borne export and import trade of Australia, with an average 
' annual value of $800 million, would be suddenly interrupted. Australia 
| depends on exports of wool, wheat, meat, metals, and other products, 
- on which the whole structure of the Commonwealth is based. Aus- 
tralia could still survive, however. It could not be starved or forced into 
- submission within a few months or even a few years. Except for oil, 
' its economy could be made self-sufficient. In a prolonged blockade the 
_ strain on Japan would gradually become more serious than on Aus- 
' tralia, because the Japanese vessels, cruisers and supplies would have 
' to be maintained at war level in all weathers on the high seas, at great 


- distances from home bases. Even if Britain or some other Power were 


not ultimately able to intervene, the result would probably be negative, 
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Pacific Affair; 
with Australia suffering but not subdued, ruined but not destroyed 
Australian spirit and morale might be stiffened and strengthene 
by the experience, although on the other hand the devastating effects o, 
the national structure, especially if Britain were long prevented frog 
intervening, might be sufficiently depressing to lead to negotiations ly. 
tween Australia and Japan. In that case what demands would Japay 
make? Although it has never seriously pressed them, Japan has com. 
plaints against Australia both in the matter of trade and in the matte; 
of immigration. Trade relations have been both friendly and unfriendly, 
Japanese bidding at the annual Australian wool sales helps to keep up 
the price of wool. Japan has always bought more from Australia than 
Australia from Japan. On the other hand the Australian tariff on Jap 
anese rayon, cotton, and other goods is high. Finally, Australia hopes 
for an increasing future market in Japan, the “New China,” and othe; 
eastern areas for its export surplus, the principal Australian expor 
market in Britain having reached the saturation point. Japan might 
therefore demand a lower tariff and improved markets for Japanes 
goods in Australia, or even an exclusive market in the Commonwealth, 
There remains the fundamental question of Japanese immigration and 
settlement in Australia, which might even involve a demand for the 
cession of territory. On this fundamental issue there is no indication 
that Australia is likely to yield. “White Australia” is the foundation of 
Australian policy. Not unless utterly defeated would Australia agree 
to a breach in that inviolable law. It is at least conceivable, however, 
that a naval blockade might so ruin the economic fabric and political 
structure of Australia that it would be unable to prevent the landing 
and settlement of large numbers of Japanese, and Asiatic subjects of 
Japan, particularly in the Northern Territory. 
Grorrrey Rawson 
Commander, Royal Indian Navy (Retired) 
Melbourne, October 1938 


[Evidently in Australia, as elsewhere, one way of shelving the issue 
of “what to do about Japan,” is to use the scare of “defenselessness,” 
in order to justify armaments that might be used against Japan in some 
indefinite future. Commander Rawson does not even discuss the point 
that a navy can make no conquests without an army. Japan could not 
possibly send an army to Australia while entangled in the present hope- 
less attempt to conquer China. This is not simply a question of man- 
power. Even if Japan had the men to spare, it is not industrially 
equipped to arm and maintain them. 
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The fact of the matter is that Australia and New Zealand have no 
need to be frightened by their own “defenselessness.” They are in a 
good position to join in international pressure on Japan, while Japan 
"js in no real position to intimidate them. 


ati 
1 “ be | We invite further correspondence representative of Australian and 

Japan i New Zealand opinion on this matter. Eprror. | 
has cOm- 
1€ matter 
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" Aprairs I can see no grounds for your correspondent’s complaint that 
there has been undue bias shown against Japan. On the contrary, now 
' that Japanese acts and official statements have proclaimed both the 
" methods and the aims of those in control of Japanese policy, it is possible 
to see how consistently these have been foreshadowed in Pactric AFFAIRS. 


a Harrison Brown 
Hornby Island, British Columbia, January 1939 
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4 To the Editor of Pactric AFFairs: 


Sir: 
_ I notice that you have been suffering from the “pro” and “anti” 
_ neurosis, and that you are required by a correspondent to be impartial, 
to give a fair presentation of both sides of a subject, and so on. Alas! 
_ there are many people who conceive of Justice as a lady with a nicely 


N 


ed 
| « ' balanced pair of scales which must at all costs be kept even, so that 
" we never come to any decision at all except that “there is a good deal 
issue © be said on both sides.” And when an author starts out by declaring 
ness,” J that he is neither “pro” nor “anti,” but judges each case entirely on its 
some | merits, I regard him with the gravest suspicion, and generally find that 
point he is hopelessly and even venally biased. His object is generally to make 
™ us come down heavily on the side he favors and at the same time to 
ope. think that the scales are as even as ever. There is always a temptation 
oa to take the side of a successful aggressor, and it is very easy to re- 
tale member that his victim was far from faultless. My own experience, 


which is by no means short, is that this balancing business, which 
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passes for impartiality, is either futile or mischievous, and that in jp 
ternational affairs it is no use balancing faults against faults, virtye, 
against virtues, without any means of knowing the real weight 4; 
either. It is essential to judge of acts by the principles involved in thoy 
acts. “Impartiality” as practiced by the scribes and the Pharisees js th. 
unforgivable sin. 


A. Morcan Younc 
Former Editor, Japan Chronicle 
Oxford, December 1934 


To the Editor of Pactric AFFaIrs: 


Sir: 

Referring to the December number of Paciric Arrarrs I think it is ; 
great mistake, in some of the articles, to state as facts adverse to England 
matters which at present are at most only opinions. For instance, on pag: 
432: “Bearing in mind the British willingness to yield to aggression, 
all over the world.” On page 449: “As for Britain’s prestige . . . this 
has been completely shattered by the conscious and apparently planned 
sacrifice of Czechoslovakia.” Page 452: “The official British interpreta 
tion of Chamberlain’s activities,” etc. 

A very great strength for the Democratic countries could come from 
cooperation and increased friendship between the United States and 
Great Britain. Certainly this number of Pactric Arras is the reverse 
of helpful in this most desirable direction, and I believe, particularly 
at present, better discrimination should be exercised in the choice of 
articles printed. The wish for greater cooperation and friendship be- 
tween the United States and Great Britain is not entirely selfish on the 
part of the British Empire, which when fully organized need not fear 
a combination of any two possible opponents, because it has been 
noticed that Japan’s reply to President Roosevelt’s note was not fully 
satisfactory, and whether the United States will yield to aggression 
in this case remains to be seen. 

Certainly as a subscriber to your magazine I do not like to see it in 
any way used to encourage anti-British propaganda. 
GEoFFREY STEAD 
Saint John, New Brunswick 
December 1938 
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BOOK REVIEWS 
Wanc AN-SHIH, A CHINESE STATESMAN AND EDUCATIONALIST OF 
TrHE SunG Dynasty. By H. R. Williamson. Vol. Il. London: 
Arthur Probsthain. 1937. pp- 424. 


id Wizuiamson has worthily completed his important study 


B of the great Sung reformer’s life, work, and achievement. Like the first 
» volume,! the second is poorly arranged but, like the first volume, it con- 
"tains excellently documented material, most of which has been translated 
| from the Chinese for the first time. Chapters 1 to 15 deal with Wang An- 
| shih’s reform policy, its later development, its historical background, and 
the criticism which it encountered. Similar attempts under other dynas- 
> ties are noted. Two chapters, 6 and 15, furnish additional data about 
4 Wang's character and family. The second half of the book is devoted to 
| Wang’s literary activities; chapters 16 and 17 give a general survey of 
" his poetry, prose, and classical exposition, while the very rich last chapter 
» consists of the translation of a collection of Wang’s essays disclosing dif- 
ferent sides of this powerful man’s manifold interests and talents. Several 
_ chronological lists and biographical tables concerning Wang’s epoch and 
" his life and policy constitute a very handy and useful appendix. 


The data of Dr. Williamson’s study, his translation of Chinese sources 


| and the discussions evaluating them, are scattered like the notes of a 
_ scholarly diary. This form, very dear to the heart of old-fashioned Chinese 


literati, unfortunately does not suit the demands of modern social science, 


© which requires a systematic approach. In China itself the younger genera- 
_ tion of scholars eagerly responds to this modern request. The problem 


which we are faced with is not primarily a formal one. Systematization 


does not only mean a more coherent arrangement of the different parts 
_ of a study, but a different kind of approach toward the study itself. In 


chapter 6 there is a clear description of the emergency which the Tatar 
aggression in the North created for the Sung empire. “Wang An-shih’s 
policy aimed at increasing the military and economic resources of the 
empire, with a view to stemming the northern invasion, while at the same 
time seeking to relieve the economic distress of the poor.” (II, p. 72.) 
This is the crucial point from which scientific investigation should start, 
But unfortunately Dr. Williamson’s analysis ends where it ought to begin. 
Why was the country weakened to such a degree that the “barbarian” 
aggression became a real danger? Has this phenomenon something to do 


1See Paciric Arrairs, Vol, X, No. 2, 1937, pp. 212ff. 
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with the other fact which Dr. Williamson mentions, the accumulated 
distress of the poor and the accumulated wealth of the rich and power. 
ful in Sung society? The understanding of an economic trend which 
steadily reduced public revenue from peasant landowners who paid their 
land tax to the Government, while simultaneously increasing the private 
revenue of landlords who drew rent from their tenants but paid less and 
less tax to the Government, might have enabled Dr. Williamson to carr 
his analysis beyond the statement of a factional quarrel between “radicals” 
and “conservatives.” Perhaps the “radical” Wang merely represented the 
centripetal, centralistic elements within China’s contemporary ruling class, 
Perhaps his fervent interest in the administrative and political bible of 
China’s “oriental” absolutism, the Chou Kuan or Chou Li, was only the 
theoretical expression of his practical political interest and position? An 
analysis of this kind would have meant not only a different arrangement 
of the material, but a different choice of part of the material as such. If 
Wang Hsing-jui was able to find many more data about Wang An-shih’s 
policy of constructing irrigation works,” if Wang Yii-ch'iian could pre. 
sent a much fuller picture of the Sung reformer’s policy of establishing 
large-scale water-works, and also find concrete proof for the working oi 
the vicious cycle which I have just summarized*—then obviously the 
facts become richer and more significant when the method of approach 
is stronger and more productive. 

The same principle holds true in the literary field. Dr. Williamson 
himself discovered the inténse interest of Wang An-shih in the Chou L. 
Of his several new interpretations of the classics, the book on the Chou 
Li “is the sole work of Wang An-shih himself.” (II, p. 297; cf. also p. 
302.) Wang’s later critic, Wu Ts‘ung-yao, commenting on this, said: “He 
had special reasons for giving his time and thought to the production 
of such a work. The motive behind it was that Wang An-shih . . . in 
starting out to make his unrighteous proposals for the financial and 
military rehabilitation of the empire, attributed his ideas to the an- 
cients . . . so he produced this work with the object of forcing all men 
of all time to accept his particular point of view.” (II, p. 302.) 

The Chou Li probably being the most compact canon of China’ 
“oriental” absolutism, with its emphasis on centralized power and the 
importance of the public interest in agriculture and finance, Wang 

2 Wang Hsing-jui, “Wang An-shih’s Political Reform and His Policy of Water- 
Benefit.” Shih Huo, Vol. Il, No. 2, 1935. In Chinese. pp. 91 ff. 

3 Wang Yii-ch'tian, Wang An-shih’s Reform Policy. Nankai Economic Institute. 


1937. In Chinese. pp. 98 ff. Also: “Social Economics and Policy of Northern 
Sung.” Shih Huo. Ill, Nos. 11 and 12. 1936. pp. 577 ff. 
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Book Reviews 

An-shih’s vital interest in just this classic becomes extremely significant. 
He who tried in vain to halt the vicious cycle of his society’s inner 
antagonisms can perhaps best be understood as a politician, as a his- 
torical figure, and as a thinker, by his interpretation of the Chou Li. 
It is therefore most regrettable that Dr. Williamson, who spent so 
much time in reading and translating other writings of his hero, should 
give this pivotal production of Wang An-shih’s only “a cursory reading.” 
(II, p. 304.) The problem touched upon is by no means purely “his- 
torical.” As long as China’s society still contains basic elements of its old 
“oriental” agrarian order, the question of the character of its inner 
antagonisms and cyclical crises is of a thoroughly practical nature. These 
critical remarks by no means imply that Dr. Williamson’s study is in- 
curably weak. They are made simply because it is a rich and strong 
work which could be made still richer and stronger. A deeper analysis 
may be possible, and other facts of equal or even higher value may be 
available; but there is nothing in Dr. Williamson’s two volumes that is 
of no value. No serious student of Sung history (and of Chinese history 
as a whole) will be able to do without a careful reading of this im- 
portant contribution. In Dr. Williamson’s eyes the Chinese state or em- 
pire cannot be conceived apart from the lite and sorrows of the people. 
To him the state in being means something much more than a hand- 
ful of rulers, empresses, harem-ladies, eunuchs; all of whom, as a matter 


of fact, play a very insignificant part in his picture. I do not know if 


sinology considers a scholar like Dr. Williamson as an insider or an 
outsider. My own opinion is that it is an honor for the real science of 


China to have in its ranks a man like the author of this work on Wang 


An-shih. 


Kart Avucust WITTFOGEL 
New York, September 1938 


Cuina’s First Unirter. A Stupy oF THE CH'IN Dynasty AS SEEN 
IN THE LIFE OF Li Sst. (280?-208 B.C.) By Derk Bodde. Sinica 
leidensia: Edidit Institutum Sinologicum Logduno-Batavum. Lei- 
den: E. J. Brill. 1938. pp. viii + 270. 


ius well-reasoned, carefully compiled book makes full use 
of the Chinese source material, handled with judgment and keen critical 
insight. Nothing in China’s long history offers so much of interest and 
significance as its unification under the king of the feudal state of 
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Ch‘in, who eventually became “First Emperor” of the entire country, 
The event marked an epoch of surpassing importance in the social ani 
political development of the Far East, and resulted in a system of gov. 
ernment destined to endure longer than any other ever devised by man; 
for it persisted, with little or no change in essentials, during more than 
2000 years (221 B.C.-1911 A.D.). The book is not a general history of 
its period, but specifically a study of the great statesman Li Ssi and his 
part in the founding of the Chinese empire. A brief but informative 
preface is followed by 12 chapters of text, an appendix, a bibliography, 
and an index. There are no maps. 

The opening chapter provides a concise historical sketch of Ch'in, 
particularly during the two or three centuries after it had entered full 
into the Chinese political orbit. This it had been unable to do until » 
had first consolidated its power by subduing the Jung tribes to the wes 
of it. The author might well have said more here of this centuries-long 
preliminary struggle and its significance; for it was this conquest o! 
the Jung that marked the turning-point in the history of Ch‘in, and so 
ultimately in that of China as a whole. 

The following three chapters discuss Li Sst: himself. His exceptional 
intelligence, ability, and determination appear clearly; but we see him 
also as cold-blooded, calculating, ruthless, and utterly unscrupulous. He 
thus inevitably reminds us of Machiavelli or, perhaps even more, oi 
that other great statesman Kautilya, who was so closely associated with 
the founding of the Maurya empire, scarcely a century before the period 
of Ch‘in Shih Huang Ti. 

Li Sst, Dr. Bodde points out, adhered consistently throughout |iie 
to the tenets of what is commonly called the “School of Law,” which 
relied entirely on force for the attainment of its political ideals, and ad. 
vocated a system of authoritarianism whose logical conclusion could on!) 
be the compulsory unification of China and the creation of a single auto- 
cratic rule. This theory was the principal force, he says, that motivated 
Li Sst during his long and (save for its tragic close) successful career. 

The fifth chapter discusses some of the influences that shaped the 
character of the “First Emperor,” and also the nature of the long rela- 


tionship between him and his great minister. Though the matter 1 


mainly one of personal opinion, or perhaps rather of interpretation, it 
is in the evaluation of the relative importance of the parts played by 


these two remarkable men that I find myself unable wholly to see ev 


to eye with Dr. Bodde. He believes that many of the great deeds usually 
ascribed to the ruler’s own initiative owed their inspiration in reality 
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Book Reviews 

to his astute adviser. That such was true is certain—perhaps in many— 
instances, we cannot doubt. Yet the entire career of Ch‘in Shih Huang Ti 
seems to me to prove him anything but a puppet, under the influence 
of a stronger personality. He constantly showed himself quite capable 
of thinking for himself and choosing for his service men of the highest 
ability. Among them, Li Sst was undoubtedly foremost; but even so, 
he was only one of several whom the “First Emperor” selected to aid 
in his task of unification. Ch‘in Shih Huang Ti was of course the 
product of his age; but in shaping and moulding that age according to 
his own ideas, he showed a genius equalled by few of the men who 
have left their mark on history. We should, moreover, make full allow- 
ance for the fact that practically all that we are told about him comes 
from hostile sources. 

The sixth chapter, “The Concept of Empire,” tells how there grad- 
ually took form in China the idea of a single, centralized, and bureau- 
cratic empire. It is impossible not to wonder just why such an ideal of 
government should have appeared in so many adjacent regions of Asia 
in the brief space of less than 300 years. For the concept appears first 
in Persia, toward the close of the sixth century before our era; then, 
scarcely 200 years later, in India; and, about a century still later, among 
the Hsiung-nu and the Chinese. There must be some explanation of this 
striking coincidence; but what that explanation is, neither Dr. Bodde 
nor anyone else has so far attempted to tell us. 

In his seventh chapter, “The Abolition of Feudalism,” the author 
shows how the downfall of the older Chinese social and political system 
was not the result of any sudden catastrophe, but of a gradual process 
of change which began long before the time of Li Sst. Dr. Bodde 
enumerates some of the contributory causes; among them the introduc- 
tion of cavalry, with which the archaic chariot forces of the Chinese 
feudal nobles could not cope. He has not, however, mentioned another 
cause which in my opinion contributed much toward the disintegration 
of the ancient system—the slow rise during Eastern Chou times of a 
money economy which permitted the acquisition of wealth, and there- 
fore of power, in forms other than that ownership of land which formed 
the very basis of feudalism. 

Chapter VIII treats of Li Ssi’s extending over the whole empire the 
use of a uniform script. This, Dr. Bodde declares, has been the factor re- 
sponsible above any other for the extraordinary way in which the es- 
sential unity of the Chinese civilization has been able to maintain and 
even extend itself through all subsequent ages. 
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The three following chapters treat of various aspects of the career of 
Li Ssi, and describe his philosophic background and his manner of 
reasoning, which as Dr. Bodde shows was characteristically and typically 
Chinese. The final chapter gives us a brief summary of the great states. 
man’s career and its significance. Dr. Bodde makes it quite clear in this 
connection that without the forcible unification of China under the 
great Ch‘in emperor, the work of the Han and other later Chinese 
dynasties would have been wholly impossible. 


Cart Wuitinc Bisxop 
Washington, D. C., August 1938 


Cuina Ficuts Back. By Agnes Smedley. Introduction by Anna 
Louise Strong. New York: Vanguard Press. 1938. pp. xxii + 282. 
Illus. $2.50. 


a years ago Lin Yu-t‘ang recommended Agnes Smedley 
to his fellow Chinese writers as a real reporter, praising her willingnes: 
to undergo hardship in search of information. Once again Agnes Smed- 
ley has shown her passion for first-hand information. Some may even 
feel that she was foolhardy in risking her life to get the material in 
these edited letters, sent from the mobile headquarters of various units 
of the Eighth Route Army, “her” army. Not only did she march with 
an army whose conquests of physical obstacles are almost legendary, 
and which was subject to constant attack from Japanese forces; but 
she herself suffered continuously from a painful back injury. 

The motivating influence in Miss Smedley’s life is a crusade against 
injustice. It is in many ways comparable to a missionary complex, her 
desire to help bring about a more just civilization. Her feeling toward 
the Chinese among whom she has been living is well stated in her 
own words: 


I did not want to die. Nor do I now. But since one must die, I am 
at peace here, and here I would rather die, if need be, than in any other 
place on the earth. I hope this will not be, and I do not like the thought. 
There is much to be done, and I wish to live long and see a free China 
and a new human society free from exploitation. 


Miss Smedley’s earlier writing seemed to me at times to employ rather 
extravagant language. Not that her facts were ever falsified, on the con- 
trary they were essentially accurate; but she often colored, in order to 
make them stand out, facts which stated simply would have been vivid 
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i enough. She has also been accused of partiality. To this she answers, 


“Of course I am not impartial and make no such pretense. Yet I do 
not lie, do not distort, do not misrepresent. I merely tell what I see 


with my own eyes and experience day by day. This is the truth.” The 


sincerity and simplicity of these letters is self-evident. 

About the activities of the Eighth Route Army, the former “Com- 
munist” Army, Agnes Smedley has much of interest to contribute. The 
reception of this army by the people, as she describes it in several passages, 
is in contrast to the general reception of Chinese Armies. “News spreads 
like wildfire amongst the people that the Eighth Route Army has come. 
And the people picked up their bundles, or loaded their donkeys and 
returned to their homes. Tonight a delegation of townspeople went to 
our military headquarters and thanked them for coming.” Can this be 


China? 


The phenomenal rapidity of this Army has been confirmed again 
and again. Miss Smedley tells of a unit rushing to the front. 


When I say ‘rush,’ I mean ‘rush.’ They marched in units of about a 
thousand men. They came swiftly as if it were early morning and they 
had just arisen from bed. Yet they had marched most of the night. . . . 
One wave of a thousand would pass, as we halted to give them the 
right of way, then we would go on for a few minutes and stand aside 
for another column. . . . When they came down the hills they broke 
into a run. The rest of the time they marched with remarkable swiftness. 


She tells of how one unit marched so rapidly that they crossed before 


: the advancing Japanese and took up positions on their opposite flank. 


The volume lacks organization, and there is much repetition; but 
the difficulties under which it was compiled call for appreciation that 
the material was printed at all. Though written in haste, the letters are 
full of interesting and vital information. It is to be hoped that more 
will be forthcoming, telling more of “her” army, of China, and of the 
Chinese people, in whose service Agnes Smedley is working. 


Norman D. Hanwe 
New York, September 1938 


SoutH Seas CHINESE AND SoctAL CoNnDITIONS IN FUKIEN AND 
Kwanotunc. By Ta Chen. Changsha: The Commercial Press. 
1938. pp. 305. (In Chinese.) $1.80. 


O,. THE nearly seven million Chinese outside of China, no 
less than four million are in the South Seas, which is a popular Chinese 
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term covering British Malaya, Netherlands India, the Philippines, Siam 
and Indochina. More than go per cent of the Chinese in the South Seas 
come from the two southernmost provinces of Fukien and Kuangtung, 
In Fukien the ceater of emigration consists of six districts near Amoy, 
and in Kuangtung it comprises four districts north and west of Swatow, 
Professor Ta Chen of the Sociological Department of Tsing Hua Uni. 
versity, at the request of the China Institute of Pacific Relations, 
traveled with his assistants in these 10 districts in 1934 in order to 
make sociological and economic observations. Later, three places were 
designated for specific investigation: one was immediately northeast 
and another not far northwest of Amoy, and the third was northeast 
of Swatow. At each place four to seven investigators spent four to ten 
weeks collecting general data from a total of 1,348 families who were 
either returned from or had some of their members still in the South 
Seas. In addition there was a family budget investigation from October 
1934 to February 1936 among 100 families in the third place mentioned 
above, and also among another 100 families in a vicinity from which 
there has been very little emigration. The statistical results of field 
investigations, profusely seasoned with travel notes as well as records 
embodied in the Chinese local chronicles, constitute the present report, 
the English edition of which, edited by Mr. Bruno Lasker, will be 
published in 1939, under the auspices of the China I. P. R. 

The first 60 pages deal with the traditional mode of life and recent 
tendencies of change in districts closely connected with the South Seas. 
Thanks to that all-inclusive and wonderful sociological term—the mode 
of living—the author has given a well-nigh encyclopedic exposition of 
the geographical, sociological, religious and psychological settings, in- 
cluding the average weight and height of the people in Fukien and 
Kuangtung, both male and female. Modernization in China and emi- 
gration to the South Seas are considered as the chief factors in the 
change of the mode. It should be noticed, however, that of the go5 
emigrant families investigated, 70 per cent were motivated by economic 
pressure, either individual or of the family, and only 20 per cent were 
attracted by their relatives or friends already abroad. Again, no less 
than 20 per cent of all the emigrants have had to become shopkeepers 
of no particular skill. 

Effect of emigration is a theme to which the rest of this report is 
devoted. There are chapters describing the vocations and remittances 
of the emigrants, and living conditions, education, hygiene, and re- 
ligion, as well as attitudes toward marriage, family and business in 
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what may be called emigration districts. But just how emigration has 
affected the community in general has yet to be made clear and definite. 
One reads that the overseas Chinese have invested nearly 10 million 
Chinese dollars in real estate at Amoy, 70 per cent of this having come 
‘rom four individuals; and that the marriage fees and wedding expendi- 
tures have been almost trebled in these districts. One still wishes to 
know more concretely whether or not the emigrants and the returned 
emigrants have raised the standard of living of the entire district. The 
investigation directed by Professor Ta Chen has nevertheless ascertained 
the higher standard of living of the emigrant or returned emigrant 
family as compared with the family which is in no way connected 
with emigration. In 1934-36 the average monthly expenditure of the 
former was 65 Chinese dollars, whereas that of the latter was only a 
little over 20 dollars. While house rent of the former constituted 16 
per cent of the total expenditure, that of the latter was only 8 per cent. 
Taking the item of miscellaneous expenses alone, the emigrant family 
spent 14 per cent for education and hygiene, as compared with 8 per 
cent in the case of the non-emigrant family. There can be no doubt 
that in the centers of emigration, either because of overseas remittances 
or because of returned emigrants, or both, the cost of living of the 
locality has gone up considerably. Whether the total production and 
income of the entire community can cope with this rise of living costs 


is open to question. 
CuHen Han-SEnc 


New York, December 1938 


Hatten Nippon No Moxvunyo. Ajia Tatset E No Micut. (THE 
Goat oF JAPANESE Expansion. THE Roap To Asiatic OrGANIZA- 
tion.) By Tatsuo Kawai. Tokyo: Chuo Koron-sha. 1938. pp. 
156. ¥1.00. 


O.: thing is now certain: There are not two Japanese 
“cases,” one for foreign and one for domestic consumption. Mr. Kawai, 
Chief of the Information Bureau of the Foreign Office, addresses him- 
self in this book solely to the Japanese people. He treats the conflict 
in China in truly Japanese terms, uncolored by any effort to lay a case 
before foreign readers. It is all the more interesting to find that his 
arguments are almost identical with those usually offered to the outside 
world in justification of Japan’s Far Eastern policy. There can be no 
charge of duplicity against Mr. Kawai in presenting one explanation to 
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Pacific Affairs 
the Japanese public while another explanation is used for outside cop- 
sumption. 

There are two principal problems which Mr. Kawai undertakes to 
analyze: the cultural, spiritual, economic and political reasons for 
Japan’s expansion, and the significance of Japan’s national movement 
for China, the Far East and the whole world. He is convinced that 
Japan’s remarkable cultural and racial continuity are as important as 
the growth of population and political and economic power in explain- 
ing Japan’s momentum, although he fails to define exactly the “goal” 
of Japanese expansion. The situation in which Japan finds itself is too 
fluctuating. Nevertheless, Mr. Kawai does present some evidence that 
is tangible and significant. At the close of what is still called the “Man- 
churian Incident,” Japan reached an important, though perhaps tem- 
porary stage in its expansion. It attained what Mr. Kawai calls zahyo- 
jiku, using the Japanese mathematical term for “axes of coordination.” 
One axis is the keizai kisen, the economic base-line which extends from 
the northern extremity of the Chishima archipelago, just south of 
Kamchatka, to Kwashoto, a tiny island just to the south of Taiwan or 
Formosa. This axis passes through the city of Osaka. The other axis is 
the kokubo kisen or national defense base-line, extending from Man- 
chuli, on the Manchukuo-Soviet frontier to Jaluit in the Japanese Man- 
dated Islands. This axis crosses the economic axis at right angles at 
the city of Osaka, making it the vital center of the Japanese Empire. 

Through these “axes of coordination” Japan is in a position to con- 
trol the destiny of the northeastern corner of Asia. Japan’s policy of 
the past six years has accordingly been directed toward the realization 
of this possibility. As Mr. Kawai puts it, the unity of China, Man- 
chukuo and Japan must be the permanent basis of economic and po- 
litical stability in the Far East. 

In discussing the forces behind Japan’s expansion and those which 
he feels will enable Japan to achieve Far Eastern stability, Mr. Kawai 
stresses the influence of musubi. This philosophical term is little known 
and less understood. It is an archaic word, shrouded in the mists of 
Shinto doctrine. It cannot be found in most modern dictionaries and 
even the standard Japanese encyclopedia (Kokumin Hyakka Dai Jiten) 
contains only a brief and wholly inadequate account. Basically, musubi 
means the power which generates life and promotes growth, which 
harmonzies and unites conflicting forces. The word is incomprehensible 
to all but well educated Japanese. Most people confuse it with a cog- 
nate word of the same pronunciation, but with the limited meaning 
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of tying, binding, or uniting. Nevertheless, for many educated Japanese 
musubi is a philosophical and almost a religious concept which has 
exercised considerable influence, especially on the political and spiritual 
aspects of modern Shinto. It is through the operation of this force 
that they distinguish Japanese imperialism from that of the West, and 
Mr. Kawai believes that through its influence there will eventually be 
formed on the Asiatic mainland a spiritual as well as a political and 
economic bloc, each component part of which will function as a vital 
unit of a new organism, which will be something different from an 
ordinary empire of conquests built up out of the territorial appendages 
attached to Japan. 

Many Westerners will probably regard this argument as mystic 
nonsense, camouflaging bare military aggression and territorial ag- 
grandisement; but before passing such a judgment it should be realized 
that there is a vast domain of Japanese conduct which Japanese in- 
terpret or rationalize in philosophical terms often incomprehensible 
to anyone else. This Japanese characteristic of dealing with mundane 
experience in abstract terms has proved a serious handcap in relations 
with Western countries, in social and cultural matters as well as in 
economic and political affairs. It is not a question, however, of asking 
Japan to discard this attitude in order to meet the West entirely on its 
own ground, because what the Japanese feel to be a crisis in their 
own civilization today is also partly the result of the same attitude. 
The West would be on firmer ground in asserting its own convictions 
if it would recognize the peculiarities of the Japanese outlook, without 
necessarily accepting Japanese convictions. 

Even for the Japanese reader many parts of Mr. Kawai’s book must 
be abstruse. The style is far from easy and the text is frequently bur- 
dened with classical quotations, philosophical allusions and mathe- 
matical analogies. Yet the book is a best seller among the Japanese 
intelligentsia. It may well be regarded as a first attempt to present a 
comprehensive interpretation of Japan’s expansion and the present war. 
If Westerners regard it as merely a rationalization of stark imperial- 
ism, it nevertheless reflects an important attitude in the contemporary 
Japanese mind. 

Cuartes Netson Spinks 
Tokyo University of Commerce, November 1938 
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Canapa Topay. By F. R. Scott. London, Toronto and New York: of cc 
Oxford University Press. 1938. pp. 12 + 163. const 
Th 
: om author, Professor of Civil Law at McGill University, and | 
wrote this book for the Canadian Institute of International Affairs, a; JB wealt 
the principal Canadian paper for the second British Commonwealth [ jectiv 
Relations Conference, at Sydney, during September 1938. His main pur. JB clusi\ 
pose was to provide a “photograph of social facts, rather than to answer [— from 
the questions raised.” The author has a rare ability to describe and in. JB from 
terpret facts. At the same time, by a patient analysis of alternatives, he JF “Rus 
suggests reasonable solutions of problems. Professor Scott, a member of [— quite 
the National Council of the Cooperative Commonwealth Federation, JF man) 
makes no secret of his political philosophy in his general approach to [J Profe 
Canada’s domestic and external problems. He subscribes to “the idea [fF finds 
that the first duty of the state is to see that the economy provides a basic J 
standard of decent living for every citizen. . . .” But his political values [F polic 
in no way prevent his giving a lucid and objective account of “the [FF all th 
most important economic, political and social factors which determine [in an 
Canada’s national interests and outlook . . . and the relation between [state 
internal forces and external policy.” tion 
In the first three chapters on geographical, population and economic [In 
factors, there is a fund of very carefully selected data, clearly arranged . neutr 
and ably interpreted. Professor Scott makes a special point of exploding a ment 
the “great open spaces” myth of unlimited immigration opportunities FO exist 
in a rural Canada now faced with a million unemployed and a grow- J has b 
ing urban drift. He has some very revealing data showing the rapid J 
development of monopoly corporations and its effect on domestic 
politics, the maldistribution of wealth and the surprisingly low standard FP; og 
of living of the prairie farmers. In the admirably clear chapter on con- BD Profe 
stitutional problems he shows how recent decisions of the Judicial Com. J 
mittee of the Privy Council have so narrowed the residuary power of 
“the Dominion parliament over matters effecting “the peace, order and 
good government of Canada,” its right to regulate “trade and commerce” 
and its treaty-making power, that at present “the Dominion . . . is in- 
competent to meet concentrated economic power with an equal political 
authority, or to provide remedies for economic problems which are es- 
sentially national in scope.” Listing the various attempts, especially under 
Mr. Bennett’s 1935 “new deal,” to introduce labor and social welfare 
legislation, which were thwarted by this doctrine of narrow judicial 
review, Professor Scott emphasizes the seriousness, for Canada’s welfare, 
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Book Reviews 
of continuing to allow a British court to be “the arbiter of Canadian 
constitutional growth.” 

The last six chapters deal with the whole range of external problems 
and policy: defense, relations with England and the British Common- 
wealth, the United States and other countries, and foreign policy ob- 


| jectives both, actual and possible. Professor Scott proves fairly con- 
' dusively that the only real threat to Canada’s security would come 


from a victory of the fascist bloc of Powers over the democracies, or 


“from toleration of the growing German-Italian-Japanese expansion. 
" “Russia and France are part of Canada’s defense at the present moment 
| quite as much as Great Britain (whose recent policy, indeed, appears to 
_ many Canadians to be one of encouragement for Germany’s expansion ).” 
_ Professor Scott goes on to analyze the three possible policies which he 
"finds have behind them considerable though varying popular support: 


“non-intervention in foreign wars,” “imperialism or a British front 
' policy,” and “collective security.” He points to difficulties and dangers in 
© all three, but is especially alive to the dangers of Canadian involvement 
' in any war entered upon by any British Government, as a result of the 
» state of technical belligerence that would be created by a British declara- 
tion of war. 


In an excellent short discussion of the complex issues of Dominion 


- neutrality within the Commonwealth he shows, first, that the Govern- 
_ ment’s present policy is dangerously confused in its assumption of the 
_ existence now of the right to neutrality (without question of how it 


has been achieved or may be exercised), and, secondly, that the acquisi- 
tion of the right to neutrality (assuming the temporary absence of an 


- international security system capable of rendering neutrality “obsolete”), 


is essential for the formation of a coherent and responsible foreign policy. 


» Professor Scott makes a revealing analysis of the strength of isolationist 
: sentiment in Canada, and it would have been interesting to have had 
" some estimate of the effect of such acquisition of neutrality rights on 
: this “keep out” sentiment. 


One is amazed at the amount of material and the range of analysis 


~ packed within this book. Professor Scott has the gift of condensed and 
" lucid statement, coupled with a power of pithy characterization, as in- 
> stanced in the sentence describing Canadians’ feelings towards the British 
Commonwealth and the United States: “The Commonwealth provides 
> the Sunday religion, North America the week-day habits, of Canadians.” 
"I wish only that space could have been made for a fuller account of 
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political parties in Canada, and for a chapter on historical background 
and the evolution of significant social trends. 


Ian F. G. 
New York, December 1935 


Tue Future oF IMMicrATION INTO AUSTRALIA AND NEw Zea ayo, 
Edited by W. G. K. Duncan and C. V. Janes. Sydney: Angu; § 
Robertson. 1937. pp. 291. 6s. 


inieenei papers here present intelligent opinions in Australi; 
on the problem of immigration, dealt with from the point of view 
of national defense as well as from that of economic development. 
Although the writers are by no means unanimous, the broad facts 
are not very difficult to grasp. The Australian continent, once looked 
upon as a land of unlimited resources, is in fact a vast country very 
difficult to develop as a whole. A large part of it has an insufficient 
rainfall, while the possibility of irrigation is not so large as has usually 
been imagined. Some experts estimate the natural limit of future popu. 
lation at 20 million, others at only 13 million. The real difficulty in the 
way of expansion, however, does not lie in this natural disadvantage, 
since it is hardly denied that there are still many possibilities left o: 
turning the bushes into farms. The real difficulty will come from the 
falling birth rate and the natural increase of deaths, both in Australia 
and the mother country. While it is doubted whether Great Britain wil 
be able to export manpower on any considerable scale, Australia’s popu 
lation is estimated by Mr. Wolstenholme to reach the maximum of 3 
little more than 7,750,000 by 1977, after which the number would 
slowly decline. This calculation assumes that the birth rates and death 
rates will continue at their present ratio and may, of course, fail as a 
prophecy; but it points to a possibility of what is widely considered « 
“national danger.” Australia, in spite of being a new country, now 
faces the same problem of “dwindling families” as the old countries 
in Europe. Another fact, very important in connection with the prob- 
lem of population, is that Australian agriculture will not be able t 
absorb a very large number of newcomers. Recent technical progres 
has made it more economical to employ more machinery and less man- 
power. Employment for increased population has, therefore, to be found 
in the secondary industries. This seems to lead to the conclusion that 
the production of capital goods should be established, if Australia 1s 
to allow an expansion of its population. 
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The problem of Australia is discussed in this volume as a matter 
inside the British Empire. Political and economic developments in the 


Jround 


LNER Far East therefore enter into discussion only in connection with the 
T 1938 problems of defense, and not as matters involving trade possibilities. 
Te1yiro Uyepa 

ALAND. Tokyo, November 1938 
& 

AustraLia Apvances. By David M. Dow. New York and Lon- 

don: Funk & Wagnalls Co. 1938. pp. 268. $2.00. 
Istralia 
E view | nen has made experiments of great worth in parlia- 
It. mentary democracy and social legislation in the past, and its experi- 
1 facts ments in Overcoming an economic crisis are of great practical value to 
looked the rest of the world. Mr. Dow, for 13 years an Australian Government 
y very official in America, has written a very readable account of social and 
fficient economic trends in Australia. In 1938 Australia celebrated the 150th 
Asually anniversary of settlement at Sydney. A continent about as large as 
popu- the United States has been opened up to settlement by a people who 
in the today are more than 98 per cent of British stock. The first gold rush in 
intage, the late forties and early fifties brought a spreading flood of Chinese 
left of immigrants, which was gradually restricted by the adoption of the 
m the White Australia policy. This became a cardinal principle of the Com- 
stralia monwealth, under the Federation of 1901. 
in wil Assisted immigration from Great Britain is a settled policy, subject 
popu: to waves of enthusiasm, but adds only slowly to a population of less 
1 of 3 than 7,000,000. The main political problem of population is the empty 
would tropical North. In 1907, Mr. Dow, then a press correspondent, was 
death granted an interview by President Theodore Roosevelt whose advice 
| asa was: “Send your ships to the Mediterranean, collect thousands of settlers 
red a from the Southern European countries, and pack them into your empty 
, now North.” After the post-war immigration restriction in America, a small 
Intries but increasing number of South Europeans went to Australia, par- 
prod JF ticularly to Queensland, but their low standard of living and habit of 
ble to J congregating together roused such resentment that restrictive devices 
ogress were adopted. Mr. Dow asserts that Australia will fill up its empty 
man J North, “but the filling process will be strictly selective.” This is one of 
found the reasons why there will be no tea-dumping incident in Sydney Har- 
1 that bor. There has never been war in Australia, and Australian defense 


lia is 


policy is directed towards keeping it so. “In these circumstances Aus- 
tralians are, in point of fact, unable to accept any policy other than 
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Pacific Affair; 
wholehearted cooperation with Great Britain.” The Singapore Naval 
Base is considered of vital importance. 

Within this vast continent, where flight is a natural means of trans. 
portation, the Australians are trying to maintain a high uniform stand. 
ard of living—a true Commonwealth. Mr. Dow relates the history of 
the early trade union movement and the development of the Political 
Labor Party after the fiasco of the 1890 Maritime Strike. This was 
responsible for “a large part of the important experiments which Aus. 
tralia has made in social legislation’—a legal minimum wage, better 
working conditions, 8-hour day, the industrial arbitration system. He 
remarks on the apparent paradox that many reform measures have 
emanated from the nominally conservative party, and explains it by 
the deflection of right-wing Laborites into the conservative ranks, 

However, the depression convinced Australians of their dependence 
on the world economy. For years they tried to build up manufactures 
behind high tariff walls, but stability still depends largely on agricultural 
exports—primarily wool and wheat. When the depression struck, thes 
became so much “flotsam and jetsam,” while the money markets in 
England on which Australia was dependent for large annual invest- 
ments for development closed up. Interest on past loans had to be 
met, and payments made for imports, which were now severely te- 
stricted by governmental action. Unemployment, which even in 1922-29 
was estimated at 10 per cent of the employable population, jumped 
to 30 per cent. 

Economic theories as to the best course of action abounded and : 
deflationary theory won out. The Federal Arbitration Court, in Jan- 
uary 1931, effected a 10 per cent reduction in real wages for at least 
12 months, but emphatically declared that wage reduction alone would 
not materially ameliorate the situation and that all groups should share 
in the redistribution of the national income. Since these groups were 
beyond the Court’s jurisdiction, it could only urge that the legislatures 
face the necessity. Mr. Dow suggests that the wage-cut should have 
accompanied rather than preceded the later measures, but that it gave 
a perhaps necessary impetus to the adoption of the famous “Premiers 
Plan,” providing for “constructive deflation,” in June 1931. This aimed 
to spread the loss in national income equitably. The most difficult me2- 
sure was a conversion of the internal debts of the Commonwealth on 
the basis of a 224 per cent reduction of interest. Following a dramatic 
appeal to the people, 97 per cent of the entire internal debt was con 
verted voluntarily. This general deflationary policy was followed by 
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measures for “controlled inflation” which, in Mr. Dow’s opinion, would 
have been more effective earlier; but on the whole he believes that the 
combined use of intelligent deflation and controlled inflation was effec- 
tive. By 1933 Australia was well on the road to recovery. 
Persia CAMPBELL 
New York, June 1938 


Back IN THE SToNE Acer. THE NaTIves oF CENTRAL AUSTRALIA. 
By Charles Chewings, Ph.D., F. R. G. S., A. M.1. M. E. Sydney: 
Angus & Robertson, Ltd. 1936. pp. xviii + 161. 75 6d. $2.50. 


= author spent more than 50 years in Central Australia 
as a pioneer, contractor, trader and leader of camel caravans. He criss- 
crossed the sand hills, camped at muddy water holes, swam through 
rivers swollen by heavy rains. He lived always with his native “boys,” 
who took care of him and his horses, mules or camels. This account 
is a recollection of personal experiences. There is a wealth of observa- 
tions on personal behavior of the blacks, their psychology and institu- 
tions. Mr. Chewings asserts (p. 133) that “there appears to be no evi- 
dence from any relics hitherto discovered in Central Australia suggesting 
more ancient cultures than that existing when the whites first went 
among them.” 

This does not settle, of course, the question of the history and origin 
of the Australian natives. They themselves have fantastic myths about 
their ancestors, who are supposed to have been supermen and creative 
gods who wandered up and down the earth just as the natives do to- 
day. When they had done enough they threw themselves on the ground 
and changed into rocks, trees or other natural objects. It is also these 
ancestors who produce children. They throw a tiny tjurunga (boomer- 
ang) into a woman, where it turns into a child. Or in another manner 
such a child-germ enters a woman when she passes near the abode of 
an ancestor, who is supposed to have turned for a while into a kangaroo, 
an emu, a duck or some natural object. Consequently this animal or 
object becomes the child’s “totem.” 

The comments on changes in native life are especially interesting. 
During the decades of his stay in Central Australia Mr. Chewings saw 
the infiltration of the land by the whites, and its effect on the blacks. 
The feeding of the “boys” who served among the whites improved the 
diet of the natives and they began to flock to the stations of the whites 
for food. This tendency increased as hunting grounds became scarce, 
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when the whites (and even the natives) killed off the kangaroos with 
their rifles. Moreover, the cattle and sheep brought by the whites scared 
the game away. As the natives now do not find enough game, they 
are compelled to look for service with the whites. 


They are drifting in (to the mission stations, reports a missionary) 
because the white man’s teaching is shaking their religious beliefs, 
and undermining their social organization. Their unbounded faith in 
magic is being shattered by the ridicule that the whites pour into them, 
The native has arrived at the stage when he willingly parts with his 
most sacred tjurunga and other ceremonial objects to the whites for a 
little tea or sugar, flour or clothing, and having done so means the 
end of his old beliefs and of ever reviving them . . . It would make 
very sorry reading if the real story of the wandering native should be 
written. The Stone Age man stands in jeopardy of being swallowed up 
by twentieth century civilization. It is certain that, even if it were 
tried, no policing of them to keep them back in their own country would 
keep them there. The impact with the whites is inevitable sooner or 
later, and only kindness and protection can postpone for a little the 
time when their complete extinction will have to be recorded. 


That is the problem of the 60,000 natives. They have learnt many 
useful crafts and some are doing very well with the whites. They are 
almost indispensable helpers to the white men and fit excellently for 
handling horses and camels. Nevertheless they are on the way to de- 
generate into a kind of proletariat. How can they be educated according 
to their natural gifts, not only as servants but as people able to dis- 
play their faculties in their own way? They may be taught how to 
fight contagious diseases, prevented from practicing blood revenge, 
protected from unscrupulous whites. But the aboriginal is woefully de- 
ficient in business acumen and has not the slightest aptitude for spend- 
ing judiciously, for striking a bargain, for providing the food he knows 
he will need tomorrow. Here proper official surveillance should be kept 
up. Perhaps a kind of banking system adapted to the requirements of 
the natives and connected with the tribe as a whole could be made use- 
ful. The various parts of the country and the different tribes would 
need different treatment. But the greatest obstacle is their desire for 
a nomadic life. If it takes them “they must go,” Mr. Chewings ob- 
serves. This is the tragedy of the Australian race. 

R. C. THurnwatp 
Berlin, November 1937 
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Book Reviews 
Rurat Austratia AND New Zeatanp. By Edmund de S. Brun- 
ner. American Council, Institute of Pacific Relations. 1938. pp. 
xili, 70. $1.50. 


in American Council claims too much for this little book. 
No one, in 70 small pages, could possibly achieve “a striking analysis” 
of all the subjects touched on. Dr. Brunner has made some shrewd 
comments, but not a “striking analysis.” He himself states clearly that 
during seven weeks in Australia and New Zealand he had “little time 
for research in the accepted sense.” His “report” was not originally 
written for publication but for the benefit of the United States De- 
partment of Agriculture. 

The author also admits the lack of specific sources for the data he 
gives. This is the most irritating feature of the text, in which there are 
too many unsupported and unexplained statements. For example, the 
following statement of one cause of urban growth in Australia: “for 
each family engaged in the city on work which in other countries is 
decentralized, it is estimated that there are probably two other families 
supplying goods and services to it.” On p. 25 again Dr. Brunner states 
correctly enough that the first cause of the failure of closer settlement 
in Australia is that “areas were assigned which were too small.” He 
adds that “areas were assigned on the basis of a guess as to the total 
capital value a settler might repay if he earned the statistically reported 
average income of all farmers.” What “statistical average”? Was this a 
guess too? Dr. Brunner also admits the inadequacy of his bibliography. 
He should at least have mentioned some of the outstanding Royal 
Commission reports and the excellent documentary series edited by Pro- 
fessors Shann and Copland and, since Shann’s death, by Copland and 
Janes. The difficulties of marketing primary produce, noted but hardly 
discussed by Dr. Brunner, are fully treated in Australian Marketing 
Problems. 

Dr. Brunner rebukes the Australians, as they and to a lesser degree 
New Zealanders deserve, for lack of organized agricultural, economic 
and social research. Agricultural extension staffs in Australia are piti- 
fully meagre, rural economics sparsely served and sociological study 
as such hardly exists. Dr. Brunner could have been much less mild. 
Indeed he hopes too much of the United Australian Party proposal for 
agricultural extension comparable to that of the United States. This 
is not a vote-winner and is likely to be neglected accordingly. 

Dr. Brunner deserves commendation for supporting Australians and 
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New Zealanders who have dared to be critical of closer settlement his. 
tory and proposals. In the face of present marketing difficulties he 
makes a timely suggestion that any increase in Australian agricultural 
production might well come not from new settlement but from ip. 
creased efficiency of the present farmers. He also shrewdly notes that 
the financial burden of the misfortunes of Australian closer settlement 
is being increasingly passed from the settler to the Government, which 
“bears the penalty for poor guessing in making the original acreage 
allotment on a demonstrably uneconomic basis.” He thinks this might 
have been avoided by a little fundamental research in soils, economics 
and social organization. This is doubtful; losses might have been 
reduced, but not avoided. Who, in 1920, foresaw the present plight 
of wheat producers? “Economic” farm areas are partly a function of 
estimated incomes, which might have been forecast wrongly in 1920, 
even by the best of economists. Nevertheless Dr. Brunner’s main point 
is valid: that there could and should have been more thinking and 
planning in Australian closer settlement. His comments on land utiliza- 
tion, erosion and marketing are weaker. There is no mention of the 
central erosion measures then being debated in New South Wales and 
now embodied in law. The butter marketing scheme is less than ade- 
quately described, while cotton is given undue space. On p. 36 he states 
that in return for a monopoly on sugar refining, domestic prices are 
regulated. “This arrangement might be suggested to some of our pro- 
tected industries” (in America). God forbid, if it means regulation 
so effectively in the monopoly’s interest! 

I cannot comment at first hand on his New Zealand section. The treat- 
ment of marketing is much better; but the recent elections have demon- 
strated the willingness of the people to allow the Labor Government to 
continue its experiments. 

I have been quarrelsome enough with Dr. Brunner’s statistics and con- 
clusions; but in truth the many criticisms which can be made constitute 
an indictment of Australian rural scientists for failing to produce a really 
comprehensive and analytic survey of rural life. New Zealand has made 
an excellent start with Agricultural Organization in New Zealand, by 
Belshaw and others, published in 1936; but this too requires revision be- 
cause of the new Labor rural legislation. In view of the lack of authori- 
tative sources, Dr. Brunner is to be congratulated on the amount of his 
correct data and the shrewdness of some of his judgments after only 
seven weeks of observation. 

J. G. Crawrorp 
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Book Reviews 
Contemporary New Zearanp. A Survey of Domestic and For- 
eign Policy. Issued under the auspices of the New Zealand In- 
stitute of International Affairs. London: Oxford University Press. 
1938. pp. 276. 10s 6d. 


am volume compiled by a group of New Zealanders for 
the British Commonwealth Relations Conference is an interesting re- 
flection of the somewhat immature stage of the Dominion’s develop- 
ment in regard to foreign affairs. The great bulk of the book is con- 
cerned with economic problems, and among them two in particular, the 
economic development of the Dominion itself and its external trading 
relations. 

Nevertheless, there are signs throughout of some change in New 
Zealand’s traditional attitude of unquestioning loyalty to the British 
Empire as represented by the government of the day in the United 
Kingdom. The somewhat skeptical, and indeed ironical, tone of M. 
Beaglehole’s introductory chapter in which he discusses the advantages 
and disadvantages of the Imperial connection is very far from the un- 
varying “robust imperialism” of former generations. In later chapters 
devoted to Imperial Policy, the League of Nations, Defense, etc., there 
can be detected a note of anxiety. It is evident that recent British policy 
in regard not only to the League but to the whole conception of inter- 
national politics and trade has placed a certain strain on Dominion 
loyalty. The clearest expression of independent policy has been mani- 
fested significantly enough by the Dominion’s representatives at Geneva. 
In fact this is the result of the advent to power of the Labor Govern- 
ment; but it seems also to reflect the beginnings at least of a more 
conscious national sense of responsibility. 

Foreign politics are remote from New Zealand, but economically as 
well as militarily, any conflict abroad which involved Great Britain 
would have serious consequences in the Dominion. Relations are cor- 
rect and friendly with all its great neighbors in the Pacific. With the 
United States they are marked by increasing cordiality and mutual 
understanding. Directly, therefore, New Zealand has little to fear or 
prepare against, but indirectly it may become involved in international 
conflict. Hence its concern over policies that may threaten its peace 


and security. 
J. B. ConputFre 


London, 1938 
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Pacific Affairs 
Tue CructaL oF DEVELOPMENT, With a Fore. 
word by the Rt. Hon. Malcolm MacDonald. Royal Empire So- 
ciety. London: Longmans, Green & Co. 1938. pp. xv + 203. 
$1.80, cloth; $0.75, paper. 


yn is a record of a Conference on Imperial Development 
convened by the Royal Empire Society in November 1937. The con- 
ference was distinguished by the expert knowledge and experience of 
those who presented papers and of many participants, whose contri- 
butions are also reported. Sir Archibald Weigall, chairman, Mr. F. L. 
McDougall, Australian chairman of the Imperial Economic Committee, 
and other speakers emphasized the necessity of promoting “economic 
appeasement” by stimulating world consumption. It was generally 
recognized that raising the standard of living in Empire countries 
not only would contribute to world recovery but depended on the world 
situation, and should be considered in relation to it. Consumption can 
only be increased by improving production and distribution, in the 
widest sense of both terms. The consequent raising of the standard of 
living throughout the Empire and the world is essential to the creation 
of satisfied societies. Political and social factors must be taken into 
account in shaping economic policy, but there must be advance all 
along the line, diversified to meet the needs of various classes and dif- 
ferent regions. The “objective of economic progress,” said Mr. H. V. 
Hodson, summing up the discussions, “is human welfare. The Empire 
is not a company to be directed for the benefit of shareholders. It is a 
cooperative concern whose beneficiaries are the people who compose 
it.” He further emphasized “the stimulation of world trade” as “the 
most essential means of progress towards Empire economic develop- 
ment,” because of its importance as a factor in producing the economic 
security basic to the promotion of human welfare. Freer trade within 
the Commonwealth and a trade treaty with the United States were re- 
peatedly advocated as means to this end. Special aspects of the Imperial 
problem were treated by Sir Frank Noyce, (India); the Marquess of 
Dufferin (the colonies and dependencies); Sir John Wardlaw-Milne 
(the world situation); and Professor N. F. Hall (the relation between 
production and consumption). 
Recinacp G. Trotter 
Kingston, August 1938 
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Book Reviews 
Tue Dominions as SovereicN States. By Arthur Berriedale 
Keith. London and New York: The Macmillan Co. 1938. pp. 
769. 25 5.; $6.25. 


de “sovereignty” of the Dominions in the British Common- 
wealth of Nations is now generally recognized, but this does not mean 
that they enjoy all the powers, rights, and obligations of a state such 
as France. The character and nature of “Dominion sovereignty” must be 
carefully analyzed. This, because of differences between Dominions, 
cannot be done in general only; each must receive separate treatment. 
This is the method adopted by Professor Keith. 

The book is a study of Dominion constitutions and governments. 
Written after the Imperial Conference of 1937, and the adoption of 
the new constitution of Eire, it has the marked merit of not only de- 
sribing changes in the British Commonwealth since the Statute of 
Westminster, but also of analyzing them at a stage of comparative sta- 
bilization, when no major changes are expected in the near future. 

The student of constitutional law will find an authoritative, scholarly 
examination of the powers, procedure and privileges of the legislatures, 
the position of the judiciary, the sources of Dominion constitutional 
law, and the origin and structure of the federations. In international 
affairs, the chapters dealing with foreign relations and defense, Do- 
minion mandates and dependencies, and Imperial cooperation are most 
pertinent. A study of the internal powers of the Dominions will give, 
of course, a better understanding of their real external position. 

Professor Keith regards the Commonwealth as united by common 
allegiance to the Crown and cooperating through the medium of the 
Imperial Defense Committee and Imperial Conferences. He also recog- 
nizes divergencies. Of the five Dominions, only New Zealand and Aus- 
tralia participate in Imperial defense as opposed to purely local de- 
fense. Neither Canada nor the Union of South Africa is willing to be 
regarded as permanently represented on the Committee of Imperial 
Defense, while Eire does not participate at all. The possible compli- 
cations which may arise when five sovereign states are bound together 
by one Crown were indicated when the DeValera Government recog- 
nized the conquest of Ethiopia, thereby placing the British Crown in 
the awkward position of recognizing this as the head of the Irish Free 
States and not recognizing it as the head of the United Kingdom. 
Even more puzzling, because not yet tried in practice, is the question 
of the effect of the neutrality of a Dominion in case of a war involving 
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Pacific Affair; 
the other members of the Commonwealth. Professor Keith states tha 
such a declaration of neutrality would mean automatic secession from 
the Commonwealth. This would infer that Canada’s constant refus:! 
to be necessarily committed to a war involving Great Britain is a warp. 
ing that any future war may see the final dissolution of the Common. 
wealth. 

Because Professor Keith is mainly legalistic in his approach, the com. 
plete picture of the relations between the Dominions and the degree 
of actual independence attained is not given. But this is not due to any 
inability on the part of the author, or to failure to recognize the im. 
portance of other factors, as seen by his brief discussion of the effects 
of the Ottawa Agreements, but rather to what seems to be a conscious 
effort to limit his field of investigation. At times, he breaks through 
his legal restraint, either to denounce the native policy of the Union 
of South Africa, or to deride the Conservative Government “surrender” 
to Italy on the Ethiopian question after winning an election on the 
platform of upholding League obligations, or to attack the use of poison 
gas “on a population (Ethiopia) without means of resistance.” 

Irvinc S. FrrepMan 


New York, October 1938 


Le Canapa Er La Doctrine pe Monroe, Erupe Hisroriove 
Sur ve Américain Dans 
TION DE L’Emprre Britannique. By Pierre Sebilleau. Paris: Li- 
brairie du Recueil Sirey. 1937. pp. vii + 219. 


M. SEBILLEAU seems to have had some difficulty making up 
his mind whether he was writing on his title or his subtitle. There are 
times, in fact, when he abandons both and lapses into a mere chrondl- 
ogy of Canadian-American relations. The result is that the Monroe 
Doctrine alternates between a complete disappearance and a monopoly 
of credit for everything that ever happened in either Canada or the 
United States. A fuller knowledge of the history of the two countries 
might have made possible a more balanced picture. It might also have 
saved certain unfortunate slips—such as the classification of Webster 
as a Southern Democrat, or the rather curious account of Canadian 
politics in the 1840's. Above all, it might have helped to distinguish the 
ordinary aspects of diplomatic relations from those into which the 
Monroe Doctrine really entered. The importance of the Monroe Doc- 
trine for Canada is undeniable, and its influence had an effect on many 
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Book Reviews 
aspects of Canadian development. But M. Sebilleau has hardly suc- 
ceeded in distinguishing these aspects from factors such as geographical 


position oF economic dependence, which would still operate if the 


Monroe Doctrine had never been uttered. 
Epcar McInnis 


University of Toronto, October 1938 


America’s STAKE IN INTERNATIONAL INvESTMENTS. By Cleona 
Lewis. Washington, D. C.: The Brookings Institution. 1938. pp. 
xvi + 710. $4.00. 


‘So book carefully covers America’s international financial 


| affairs from the American Revolution to 1937. The first 20 chapters 


treat historically the investment of foreign money in America—in 
securities and in agricultural and industrial enterprises—and the in- 
vestment of American money abroad. Chapter 21 deals with changes 


' in America’s creditor-debtor position. In order to give perspective, 
_ chapter 22 discusses historically developments in several other countries. 
' Considerable statistical material is contained in the extensive appendixes. 


France, Holland and Spain helped finance the American Revolu- 


tion. After the war, American credit in Europe gradually strengthened 
_ and additional borrowing abroad took place. By 1835, however, the 


national debt of the United States, domestic and foreign, was entirely 


" liquidated, including the $11,250,000 of “6 per cent stock” issued for 
_ purchasing Louisiana. Although the Government did not owe money 
_ abroad, private industry was financed increasingly with foreign funds. 


Domestic capital was inadequate, and American merchants and manu- 


' facturers received credits from England. Foreign trade, as well as much 


domestic trade, was dependent on British credits. 

During the nineteenth century the internal development of the United 
States was greatly assisted by foreign money. The Erie canal was fi- 
nanced with New York State bonds, most of which were bought by 
English investors. Other states also sold bonds readily in Europe, and 
indulged in a spending orgy during the 1820’s and 30's. In 1841-42 
large scale defaults took place, with some repudiation. Subsequently 
all but two of the states resumed payments, although some settled at a 
discount. The discovery of gold in California stimulated trade and led 
to new foreign borrowing. Railway construction expanded, with the 
help of German, Dutch and British money, particularly after the Civil 
War. Some of the railways borrowed directly in foreign markets, others 
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P. acific Affairs 
sold bonds to foreign buyers, principally British, in New York, Boston 
and Philadelphia. 

Foreigners preferred bonds, but also bought stocks. In recent years 
common stocks constitute much the largest portion of American secur}. 
ties held abroad. The switch from bonds to common stocks is showp 
in chart form. Prior to 1914 foreign investors showed a marked pref. 
erence for railroad securities, although industrial bonds and shares were 
becoming increasingly popular. Although American railroads were 
largely built with foreign capital, they were mostly controlled by 
Americans. Other enterprises, however, were in the hands of foreign. 
ers. Direct investments, where the foreigner was the entrepreneur, were 
in mining, oil, liquor, cattle, land and insurance. In 1914 about $1, 
300,000,000 of foreign money was represented by such direct invest. 
ments, about half controlled by British and one-fourth by German in- 
vestors. At the end of 1936 foreign claims against America totaled 6 
per cent more than in the middle of 1914. In the interval, wide fluctua- 
tions had taken place. The inflow of foreign funds was especially large 
during the first half of 1937. 

Prior to 1900 export of capital from America was small. With the 
passing of the frontier, industrial development of America and the 
expansion of foreign trade, American funds began to move abroad. 
Producers tended to establish their own sales organization abroad and 
to seek new markets. Among the earliest of America’s foreign invest 
ments were those in gold and silver mining in Mexico, Canada and 
South America. Some of these American enterprises date back to the 
1820's, but most of them to the latter part of the century. After about 
1900 American capital invested heavily in oil, particularly in Mexico. 

The author also discusses broader problems of America’s foreign 
investments, including the future of existing investments abroad and 
the difficulties of a creditor; the inflow of foreign funds and the extent 
to which this has taken the form of gold; future investment oppor- 
tunities; political difficulties and efforts of Latin American countries 
to regain control of their natural resources. The question of foreign 
investments “is of broader scope than considerations of profits for in- 
dividual investors. It is interrelated with questions of national and 
international financial stability, with the supply of raw materials— 
with foreign outlets for the products of American industry—and with 
questions of international peace and good-will.” 

Joun Parke Younc 
Occidental College, September 1938 
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